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MEET THE SHREWDEST “PRIVATE EYES” 


IN THE BUSINESS 


When it comes to getting the low-down on fine tobacco, nothing outsmarts 
these ingenious machines at the American Tobacco Research Laboratory 


IT’S ELEMENTARY, DR. WATSON: Where there’s smoke, there 
are volatile constituents that affect taste. To study them, 
American Tobacco researchers condense smoke vapors, 
distill, collect and separate components with the complex 
apparatus shown here. 





THE HEAT’S ON: To answer such vital questions as the 
temperature and the combustion products formed at the 
burning zone in tobacco, the research laboratory is equipped 
with X-ray equipment (left), tobacco-burn 3 equipment 


(center) and temperature-recording device (i sht). 





A SOLID CASE: A typical American Tobacco invention is the 
cigarette-smoking machine, now widely used throughout the 
industry. The machine collects nicotine and smoke solids on a 
filter. Scores of tests have been developed to examine the 
collected solids. 
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is complete without radio isotopes. American Tobacco his 
pioneered in radiological studies of tobacco. In this ne vy, 
ultramodern laboratory, such studies as raising tobacco in a 
radioactive CO, atmosphere are conducted for test purposes. 


TRACKDOWN: American Tobacco specialists utilize all the 
important analytical instruments now available to test and 
examine tobacco and materials used in tobacco. Here, in one 
of countless tests, a flame photometer determines mineral 
constituents of tobacco. 
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HAVE ISOTOPES—WILL TRAVEL: No scientific detective sto -y 
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QUARTERLY DIVIDEND 


A quarterly dividend of 55c 
per share has been declared 
on the Common Stock of the 
Company, payable June 6, 
1960 to stockholders of rec- 
ord at the close of business 
May 13, 1960. 
WILLIAM R. LYBROOK, 
Secretary 
Winston-Salem, N. C. 


April 15, 1960 
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AMERICAN 
VISCOSE 
CORPORATION 


DIVIDEND NOTICE 


Directors of the American 
Viscose Corporation, at 
their regular meeting on 
April 6, 1960, declared 
a dividend of fifty cents 
(50c) per share on the 
common. stock, payable 
on May 2. 1960, to share- 
holders of record at close 
of business on April 19, 
1960. 


WY. nnn 


Vice President and Tr 
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COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held today de- 
clared a quarterly dividend 
of $1.06% per share on the 
$4.25 Cumulative Preferred 
Stock of the company, pay- 
able May 16, 1960, to 
stockholders of record May 
2, 1960 
LEO JAFFE 


First Vice-Pres. & Treas 








NV ere York, April 13, 1941 
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Annual Report 
NATIONAL 


_ STEEL 
CORPORATION 


for the year ending 
December 31.1959 








on 1959 and the Future 


National Steel’s sales in 1959 approached the three-quarter 
billion-dollar mark and set a new high record. Net earnings— 
approximately $55 million equal to $7.28 per share—were 
exceeded in only one other year. 


These results were achieved despite handicaps imposed by the 
long steel strike and, in the words of Chairman George M. 
Humphrey and President Thomas E, Millsop in the Annual 
Report: 


“This is a practical demonstration of the marked increase in 
efficiency from the new and improved plants and facilities on 
which we have expended hundreds of millions of dollars in 
recent years.” 


Other 1959 highlights: 


Production of 5,300,000 tons reflects an operating rate of 76% 
of capacity compared with an average rate of 63% for the steel 
industry as a whole. An important factor was continuance of 
operations throughout the strike at the Weirton Steel division 
which has a 27-year record of production without interruption 
by labor difficulty of any kind. 


Employee compensation at a record high with total payments 
for wages, salaries and benefits of approximately $220 million. 


The $300 million expansion program—somewhat delayed by 
the strike but now going forward at full speed and still sched- 
uled for completion in 1961. Major elements of this great 
program: 

... for the Midwest Steel division an entirely new steel finishing 
plant in the Chicago area to produce tin plate, galvanized steel, 
hot- and cold-rolled sheet and strip. 

. .. for the Great Lakes Steel division in Detroit, the 80-inch 
**Mill of the Future” which will be computer controlled and 
the finest, fastest, most powerful hot strip mill ever built—plus 
a substantial increase in ingot capacity. 


... for the Weirton Steel division at Weirton, West Virgini: 
and Steubenville, Ohio, improvements and additions to increas 
the production and further improve the quality of tin plate an 
cold-rolled sheets. 


Property additions amounted to $47 million in 1959. Th 
remaining cost of construction, authorized and uncomplete< 
as of December 31, 1959, amounts to approximately $25( 
million. 


A new Research Center, scheduled for completion early ii 
1961, will provide expanded facilities for the continuing pro 
gram of research and development. 


New Products—columbium-treated steels, low alloy, high 
strength steels, a new type of galvanized steel—scored im- 
portant production gains, reflecting increasing demand from 
customers. New lines of pre-engineered buildings in a broader 
range of beautiful factory-applied colors were introduced by 
the Stran-Steel division and a new plastic-coated product was 
developed by the Enamelstrip division. 


For the future, Chairman Humphrey and President Millsop 
say: 


“We look forward to the real benefits of our construction pro- 
gram which will begin to be felt in 1961 and which, we are 
confident, will make a significant contribution to the improved 
position of National Steel Corporation.” 


1959: A SUMMARY 


1959 1958 





Net sales $736,978,650 | $539,957,294 
Net earnings $ 54,897,360 $ 35,727,414 
Net earnings per share $7.28 $4.80 
Total employment costs $219,991,506 $182,223,804 
Total dividends paid $ 22,522,643 $ 22,298,906 


We will be glad to send you a copy of our 1959 Annual Report on request. 


NATIONAL STEEL CORPORATION 4% ss rans ro 


Major divisions: Great Lakes Steel Corporation e Weirton Steel Company e Midwest Steel Corporation e Stran-Steel Corporation 
Enamelstrip Corporation ¢ The Hanna Furnace Corporation e National Steel Products Company 
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Industry 


Business 


The Trend of Events 


THe STRUGGLE FOR TRADE AND POLITICAL ADVANTAGE 
. In this issue you will find two stories of the 
greatest timely importance, both dealing with the 
position of American enterprise abroad and the po- 
litical opportunism that places this country at a dis- 
advantage in this Presidential Election Year. 

[he feature, “How Soundly Based is American 
Enterprise abroad?” deals specifically with the posi- 
tion of the individual companies located in various 
areas abroad, while the other feature, “United 
States of Europe Goal Caught Between ‘Inner-6’ 
and ‘Outer-7’ ”’, tells what a trade war and a rup- 
ture in relations can mean to American business al- 
ready established in the countries of the Common 
Market, and why it would call for additional costly 
plant expansion in the “Outer-7” under disruptive 
conditions. 

In the latter story in particular, we call attention 
to the stumbling block that is interfering with a 
realistic solution in the “Inner-6”, the coalition 


which the United States is 


too evident from the reports that have been coming 
in from Washington, and the Parliamentary and 
press reactions in London. 

The furor created by the latest British announce- 
ment that it is abandoning work on its Blue Streak, 
a fixed-site missile, to rely on missiles supplied by 
the United States that can be launched from mobile 
platforms on land or water, has political and mone- 
tary significance looking to the Summit Meeting. 

To what extent this actually represents a price we 
are paying for Britain’s willingness to go along 
with us, remains to be seen. 

At any rate, as the “Inner-6” and “Outer-7” story 
clearly shows, Mr. Macmillan made an all-out effort 
to win U. S. support when he came to Washington. 
Possibly the savings made in developing missile 
strength were designed to counteract the loss of 
trade, which they claimed would amount to a con- 
siderable sum annually, although that has been 
questioned. 

3ut this doesn’t mean that 
Britain will not continue to 





backing wholeheartedly. And 
it also shows how perfectly 
obvious it is that lack of 
unity in this area is bound 
to interfere seriously with 
the outcome of the Summit 
talks as far as agreement on 
Berlin and disarmament are 
concerned. 

That we are at odds with 


eee” a sing = regular feature. 
sritain in this situation is all 9g f 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow's markets, 


strive for advantages in both 
directions. And it is with 
this thought in mind that 
Chancellor Conrad Adenauer 
is again becoming fearful of 
a “deal” on Berlin, despite 
President Eisenhower’s and 
Secretary Herter’s assur- 
ances to the contrary. 

At any rate, the pre-Sum- 
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mit announcement by the three ministers in Wash- 
ington, Secretary Herter,Foreign Secretary Selwyn 
Lloyd and Foreign Minister Maurice Couve de Mur- 
ville, was rather innocuous, and it will be interest- 
ing to watch the fireworks, which will increase in 
intensity as the day of the Summit Meeting draws 
near. 


THE TRUTH ABOUT UNEMPLOYMENT FIGURES .. . 
Prophets of “gloom and doom” are again abroad in 
the land and, unfortunately, they are of national 
stature — candidates for Presidential nomination, 
supported by the AFL-CIO hierarchy. Their whip- 
ping boy is the present Administration, their whip- 
lash the employment-unemployment situation as it 
now exists. 

Wielding the lash, candidates and the AFL-CIO, 
either ignore facts or are not aware of them. We 
cannot accept ignorance as an excuse, and can only 
assume that the facts are being ignored or distorted 
in deference to campaign advantages. The indict- 
ment is scathing but, in the words of the late able 
Alfred E. Smith, former New York governor, “Let’s 
look at the record.” 

The latest Bureau of Labor Statistics Report on 
the Employment Situation, dated April 12 and re- 
lating to the March employment figures said that 
total employment stood at 64.3 million, a quarter 
million drop from the previous month with “agri- 
culture, construction and other industries” affected 
by adverse weather. 

According to the BLS Report, we now have 4.2 
millions persons unemployed out of a labor force of 
64.3 million, or about 5.4 percent. 

What the BLS Report does not point up is that, 
compared with most of the 10 or 12 previous 
years, the situation is somewhere between “good” 
and “healthy” — far from gloomy — although 
there is room for improvement. 

In 1949, during the Truman administration, an- 
nual average of the unemployed in the labor force 
hit 5.9 percent; in the first year of the Eisenhower 
Administration (1953) it dropped to 2.9 percent, 
moved up somewhat in the next four years and in 
1958, beginning of the recent recession, moved up 
to 6.8 percent, but has been in a decline since that 
time. 

There is no need here to point up that the late 
President Franklin D. Roosevelt moved into World 
War II with more than 10 million unemployed, 
and that former President Harry S. Truman 
couldn’t materially reduce the unemployment per- 
centage through a “police action” against Korea. 


Past and Present 


So much for the “history” of unemployment dur- 
ing the past decade or so. 

Now we move into some facts and figures that 
are ignored by the candidates and the big labor 
organizations, facts and figures that lessen the dark 
picture of 4.2 million jobless in the United States. 

First, we find from government records and the 
statement of one former President [FDR] that 
there are “always about 2.5 million people who will 
not work under any conditions, war or otherwise.” 
This cuts the 4.2 million back to 1.7 million. 

Next, we find that, on the average, there are one 
million people “in transit” from one job to another. 
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Testifying before a Senate Committee on unemploy- 
ment some two or three years ago, Ewan G. Clague, 
Commissioner of Labor Statistics, said: 

“As a result of all this shifting and moving, 
which appears to be unique in the United States, 
there are always some workers temporarily »e- 
tween jobs, and who are counted as unemploye 1,” 
There are other factors contributing to the seem- 

ingly black unemployment picture, factors wh ch 
are ignored by the candidates, the labor groups aid, 
distressingly, by the daily press. In defense of ‘he 
latter — the daily press — it can be said that ‘he 
pressure of time permits only presentation of w) at 
the candidates or the labor leaders may have said. 
Editorial pages could analyze the fallacies, but up 
to this moment this has not been done. 

Beyond question, organized labor itself is the 
greatest contributor to today’s unpleasant une n- 
ployment situation. Through its demands for vn- 
reasonable wage regulations — at times almcst 
extortionate — and through featherbedding pro ‘- 
sions — labor has forced widespread introduction of 
automation, in order to maintain sales at a proi't- 
able level. 

These same demands of labor have forced more 
and more U. S. manufacturers to engage in over- 
seas operations in order to be able to hold markets 
in which inroads have been made from various ne v- 
ly industrialized countries, who can build in Eurore, 
pay the ocean freight and import duty on a product, 
and outsell us in our home markets. Cost has be 
come a very important factor, as can be seen fron 
the heavy sale of compact cars. The price differe.- 
tial too in textiles (mostly made in Japan), radios, 
other electronic equipment, cameras and numerous 
precision instruments is so great that it shows up 
the disadvantaves under which domestic companies 
are operating. Labor demands have also driven most 
of our shipbuilding to foreign ship yards. 

@ Politicians are in a large measure responsible 
for the problem, for most of labor’s demands have 
had the support of vote-hungry seekers of public 
office, more concerned with the number of ballots 
to be garnered than the number of idle workers who 
will ultimatelv walk the streets. 

@A Premium on Idleness—Further, the poli- 
ticians have made another major contribution to 
‘dleness here. Referred to is our system of liberal 
unemployment compensation benefits which, at 
times, puts a premium on idleness, and all too often 
adds another conscienceless and undeserving indi- 
vidual to the public total of unemployed. 

The abuses are legion, and fostered by the wrong 
kind of union labor officials. Space limitations alone 
prevent us from covering the situation fully. 

In conclusion, however, it can be said (and with- 
out fear of successful contradiction) that the spec 
ter of unemployment in the United States can be 
allayed by an objective analysis of the situation by 
top level sincere industria] and labor leaders, in : 
way that will put a spike in the activities of the poli 
ticians who seek office by catering to votes no mat- 
ter from what source,—and what consequences. 

Needed to clarify the picture are detailed reports 
from the Bureau of Labor Statistics, correctly enu- 
merating those who won’t work, those in transit, 
and those who prefer the doles of unemployment 
compensation to a full pay envelope earned through 
honest toil. 
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As YJ See Jt! 


By Charles Benedict 


IS CUBA UNDER COMMUNIST DOMINATION OR NOT? 


l\IS is the question that has thus far remained 
T 1answered, with the press of our country vacil- 
lating between “Is he—or isn’t he’—in the same 
manner that the Chinese original revolutionary tac- 
tics were referred to as an “agrarian” revolt, and 
turned out to be “dyed-in-the-wool” communist sub- 
version in a land over which the tides of war had 
swept back and forth leaving a weakened and dis- 
org2nized people ready to grasp at straws. And it is 
because of this vacillation that these people are to- 


day in slavery under 
their heavy-handed rul- 
ers 


Who can doubt that 
Castro, whether we call 
it communism or any 
other ism, actually fol- 
lows the same pattern? 

It’s about time we 
come to a conclusion — 
before it is too late. 

(nd if we accept the 
word we have received 
from highly respected 
sources that Fidel Cas- 
tro’s membership card in 
the Communist party 
has been found in the 
files of the Police De- 
partment in Bogota, Co- 
lombia, we need wonder 
no longer regarding his 
affiliations. As we under- 
stand it, this telltale 
piece of evidence came 
into their hands at the 
time of the Bogotazo up- 
rising in 1948, when Cas- 
tro served as a leader in 
one of the Communist 
mobs. 

We therefore suggest that the State Depart- 
ment and the press carefully check this information, 
to remove any existing doubt regarding the inspira- 
tion back of Castro’s revolution. It would certainly 
help to explain his destruction of the Cuban economy, 
which includes depriving the citizens of their life 
and liberty when it suits his purpose—and the seiz- 
ure of land and property at will—or whim. 

His blatant efforts, through abuse and insult, ex- 
propriation of American property without any just 
compensation, is being carried on in the hope of 
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Hesse in the St 


“The Handle” 


creating an incident that would cause the United 
States to take military action against him. But the 
patience of Washington has defeated his purpose, so 
that the South American countries he intended to 
influence in his favor, are now turning against him, 
despite the army of propagandists with which he 
bombards every country, at a fabulous cost he can 
ill-afford. It is obvious to all who would see, that his 
intentions are to make Cuba the base for aggression 
against the nations of South America, his recent 
failures in Panama and 
elsewhere notwithstand- 
ing. 

Disappointed and frus- 
trated, he is now schem- 
ing to find ways and 
means that will force the 
United States Navy out 
of Guantanamo Bay. 
This is clearly being 
done with Soviet cooper- 
ation. The first step has 
been taken through a 

ted-oriented labor lead- 
er—and the Soviets are 
undoubtedly supplying 
the funds for this pur- 
pose, and they hope 
eventually by this means 
to secure a foothold in 
this hemisphere, only 90 
miles off our shores. 

This is the danger we 
face from the Cuban con- 
spiracy, which is being 
carried out according to 
a plan evolved in Mos- 
cow at least ten years 
ago. 

In fact, it is also being 
rumored that counter- 
feiting of our currency, 
under Russian guidance, is now either taking place 
in Cuba, or in Russia, with shipment to Cuba, as a 
means for filling Castro’s dwindling coffers. Only re- 
cently banks in New York were warned to be on the 
lookout for almost undetectable counterfeit $100 bills. 

It is clear the crisis in Cuba is fast coming to a 
head, and in the final analysis the United States will 
have to make a choice, for the Guantanamo Base pre- 
sents a situation of first importance to this country 
because of its strategic importance in the defense 
of our shores. END 
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Market Now Marking Time 


Worldwide uncertainties — doubts over success of Summit Conference — contributing to 
indecision in financial markets. Sophisticated investment forces show preference for re- 
maining on sidelines in face of slower pace in industrial activity — while increase in un- 
employment tends to restrict enthusiasm regarding recovery later in year. The recent 
sudden decline in money rates —and the sharp rebound — with the possibility of 
further hardening — suggests uncertainty that calls for caution regarding your hold- 


ings and any new purchases. 


By A. T. MILLER 


W ITH so many conflicting political and 
economic developments exerting a restraining in- 
fluence on investment decisions, it is not strange 
that the stock market has moved cautiously and 
indecisively in endeavoring to appraise the outlook. 

Reasons for hesitation are readily apparent. Just 
when financial markets began to assume that in- 
flation had been checked, political agitation for 
medical aid for the aged — and the stepped-up 
drive for Federal cash for education — has raised 


MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 


. + . FU = pine ame = 


SUPPLY OF STOCKS 
As Indicated by 
of Declining Prices 


Transactions 


_ DEMAND FOR STOCKS 
As Indicated by Transactions 
at Rising Prices ; | 


oe oe ee ee ee et 


CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


walendll 


MEASURING INVESTMENT AND SPECULATIVE DEMAND 


+ 
} | 


“| 
| | | 


|M.W.S. HIGH | | | 


++ PRICE STOCKS 
| | | SCALE AT RIGHT| 


ee oe 1 | 
640 “J Lent 7 | 

, ] | | 

600|+4+* 


680}-+ 


“f+ M.W.s. LOW 7 ) 
| | PRICE STOCKS | | | 


ee T | | SCALE AT LEFT 
Be | 


520 | 
4 111825 2 9 16 23 306 132027 4 11 18251 8 15 22 


560 


SEPT oct NOV DEC JAN 


130 





the prospect of increased welfare distributions from 
the Federal treasury. Such a program as has been 
suggested would mean a budget deficit and the p»s- 
sibility of heavier tax burdens. 

Conflicting trade factors are accentuating con u- 
sion in the marketplace. Thus while retail business 
has responded favorably to more seasonable weathvr, 
production is being curtailed. Steel mill operations 
have dipped below 80 per cent of capacity, an un- 
usually low rate for this time of year, and au‘o- 
mobile production has faltered, paving 
the way for increased unemployment. 

In the political arena, uncertainty is 
evident at home and abroad. With the 
major national nominating conventions 
only a little more than two months 
away, the selection of standard bearers 
is as uncertain as ever. Moreover, hope 
for a solution of international differ- 
ences at the Paris Summit Conference 
May 16 seems no stronger now than at 
the time the meeting first was agreed 
upon last year. In short, it is difficult 
to find a basic factor on which to fix an 
aggressive investment policy. 


Tecnical Factors 


About the best that can be said is 
that the market shows indications of 
“wanting” to move forward. Technical 
behavior has been encouraging even 
though scarcely completely favorable. 
A fairly large collection of glamour and 
science stocks — “‘growth” issues, if you 
will — has continued in speculative 
favor. As a result, the total of new 
highs on several days recently has ex- 
ceeded the number of individual new 
1960 lows. This behavior represents an 
improvement, for in the early part of 
the year new lows outnumered new 
highs on almost every occasion, week in 
and week out. In fact, the so-called 
“breadth” index has been bearish for 
about a year. 

Pressure has shown signs of relaxing 
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another encouraging tech- 
nical development. Volume 
on recent setbacks has con- 
tracted noticezbly as com- 
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pared with the turnover a 
few months ago when 
stocks were weak. It has 
become increasingly appa- 
rent that holders of “big | ih 
name” equities have been in a 
reluctant to sell even when if 
prices were falling. | 

Siice “blue chips” are 
favo-ed by mutual funds 
and pension trusts that 
stealily are accumulating 
mony that must be invest- j 
ed, i: is only natural to see “a 
such stocks reflect a scar- 
city of offerings and a con- 
tinued firm demand. On ost | |_| 
the other hand, secondary r, anette it 
stoc:s lacking “growth” | | 
and “glamour” attributes, 
ten. to reflect changing 
economic trends. Shares in 
this category have been 
lagging in recent months, 
tencing to present a con- 
fusing picture. 
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A sudden reversal in 
money market rates a week 
ago added to confusion in 
financial transactions. Demand for credit strength- 
ened early in April and on last week’s Treasury offer- 
ing of 91day bills the rate rose nearly a point from 
that of a week earlier, an extraordinary change in 
a week’s time. Even though abnormal conditions 
may have accounted in part for the stiffening in 
interest charges, observers thought that it might 
have reflected a more optimistic attitude in busi- 
ness circles. Heavy storms in March had depressed 
industrial activity more than usual. 

Whether or not the indication of a reversal in 
money ease could be attributed to improvement in 
sentiment, the change served to chill hopes of further 
relaxation for the time being in Federal Reserve 
restraints. Hints of an impending reduction in 
margin restrictions were forgotten and talk of a 
possible lowering of the rediscount rate ceased. 
Washington spokesmen for the Reserve Board were 
quoted as suggesting that any change in policy was 
unlikely, pointing out that easing of restrictions 
might be interpreted as inviting renewal of infla- 
tionary pressures. 


Volume At Low Ebb 


In a period of indecision in which the market 
has been bogged recently, psychological influences 
could prove vital. With turnover averaging about 
2.5 million shares daily — an exceptionally low 
rate, considering the total number of shares listed — 
a sudden outburst of demand or of liquidation could 
give impetus to a spirited breakout of the narrow 
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range. That is why experienced investors are espe- 
cially watchful of technical behavior at times when 
the market seems to be going nowhere. 

Some almost trivial news factor might be seized 
upon as basis for action. As a case in point, the 
monthly compilation of unemployed due in the sec- 
ond week of May covering the month from mid- 
March to mid-April might prove disturbing. The 
March data disclosing an abnormal rise in jobless 
was attributed in part at least to adverse weather 
conditions, but numerous automotive plants have 
eliminated overtime work and have reduced work 
weeks to four days in some areas. Steel mills have 
reduced output to the lowest rate since the long 
strike ended in November with the result that fewer 
jobs are available in these pivotal industries. Con- 
tinuation of these trends readily might undermine 
confidence in a rebound later this year. 


In Conclusion 


Some technical factor — such as inability of the 
Industrial Average to surpass its late February rally 
high around 636 on an intraday basis — also might 
unleash professional liquidation at a critical point 
and generate volume on the downside. Whether the 
impetus comes from a political or economic factor 
or from within the market itself, the fact remains 
that any significant increase in activity after a 
period of dullness often is deserving of close atten- 
tion. — Monday, April 18. 
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HOW SOUNDLY BASED IS 


AMERICAN ENTERPRISE ABROAD? 


— Incentives offered — and new restrictions piling up 
By NORMAN A. BAILEY 


International Ec ist, C 





ond Specialist on Latin American Affairs 


> Export-import problems that cause U.S. companies to establish overseas 


operations 


» Where our loss of dynamism opens opportunities for foreigners in our 
markets—their capital investments in U.S.A. already totaling $15.2 billion 

> Listing companies and areas of operation abroad—the trek of 27 firms to 
Argentina in second half of 1959 despite political and economic instabil- 
ity—and new projects in other lands. 


HE really impressive business news of the last 

three years has been hidden in the general con- 
cern over domestic boom and recession. That is that 
American enterprise is increasingly going abroad in 
its search for markets, expansion, and reasonable 
wage scales. 

Since 1957 the total private capital outflow from 
the U. S. has been at a rate nearly twice that of the 
period 1952 to 1956. Although in the recession year 
of 1958 total domestic and foreign capital expendi- 
tures on the part of U.S. manufacturing, mining 
and oil companies declined to $15 billion from $20 
billion the year before, the overseas proportion of 
that investment climbed from 15% to 17%. 
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The reasons for this amazing expansion are many. 
In the first place U.S. visible exports (including 
re-exports) have steadily declined, from $20.8 billion 
in 1957 to $17.9 billion in 1958 and $17.6 billion in 
1959. At the same time imports have risen from 
$12.9 billion in 1957 to $15.2 billion in 1959. 

Thus our favorable balance of trade has dwindled 
from $7.8 billion in 1957 to $2.3 in 1959. This in 
itself would be of no concern, indeed would be a 
healthy sign, were it not that due to the continuing 
high level of our military expenditures and economic 
aid programs abroad, we have had a balance of pay- 
ments deficit of $3.4 billion in 1958 and $3.7 in 195). 

This has resulted in the recent concern of the 
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United States government to lessen foreign discrimi- 
nation against dollar imports, and shift a proportion 
of the military and aid burdens to the industrial 
countries of Europe and Japan. 


Our Loss of Dynamism Presents Opportunities for 
Foreigners 


There is no doubt that much of the decline in the 
favorable U.S. balance of trade is due to lower for- 
eign wage rates. It is often overlooked, however, or 
purposely ignored, that wages are a function of pro- 
ductivity, rather than vice-versa (a principle, union 
leaders would do well to learn), and consequently a 
much more important reason for the decline in ex- 
ports is the astounding economic recovery of Japan 
and the nations of Western Europe, which now con- 
stitute severe competition for U.S. enterprise in the 
world-wide scramble for markets. 

American exporters, who had grown fat and lazy 
in the post-war period, are waking up to the reality 
that they are losing their customers to aggressive 
foreign competitors. This trend has reached the point 
where foreign capital is once again beginning to com- 
pete in the U.S. itself, as symbolized by the new 
Grand Central Building, partly financed by British 
funds. This trend should strengthen in the future. 

Foreign-owned long-term assets in the U.S. to- 
talled $15.2 billion at the end of 1958, and this figure 
should now begin to rise substantially. As part of 
the increasing rationalization of international trade 
all these trends should be welcomed, but they repre- 
sent a challenge to American industry, one it is 
meeting domestically through modernization and 
expanded research programs, Internationally, it is 
carrying the battle to its rivals by establishing 
branches, subsidiaries, assembly and manufacturing 
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plants abroad, both to compete effectively with for- 
eign enterprise and even. in certain cases, in order 
to export to the United States at a competitive ad- 
vantage (as is the case with certain U.S. invest- 
ments in Jamaica). 

The international market is a buyers’ market now, 
and American business will have to recognize that 
by reexamining its credit policies, by speeding up 
deliveries and by exercising more care in the choice 
of local agents—in short, by competing. 

The Expansion in Economic Trade Blocs 

Another reason for the recent increase in U.S. 
manufacturing investment abroad is the growing 
tendency for the world to divide itself into self-con- 
tained economic blocs. The European Common Mar- 
ket (the E.E.C., or the “Inner Six’) is the most 
famous and well-advanced of these schemes. Unfor- 
tunately it is opposed by the European Free Trade 
Area, headed by Great Britain, which has obsti- 
nately refused to cooperate in the integrative ac- 
tivities of the members of the Common Market. 

The Common Market countries (France, West 
Germany, Italy, Belgium, Holland and Luxem- 
bourg) have justifiably refused to halt or slow 
down their plans in order to please Britain. They 
have also refused to allow Britain to have her 
cake and eat it too, by retaining Sterling Bloc 
preferences, and still reaping the advantages of 
association with the Common Market. There have 
even been signs in recent months that Britain is 
turning more and more to the Iron Curtain coun- 
tries in an effort to head off German rivalry in 
international trade. 

This situation has resulted in an artificial and 
damaging European trade war, which may well 
worsen in the future, if common sense does not pre- 
vail. Even the highly respected British journal, THE 
ECONOMIST, in a recent issue made the following 
statement: “The famous British reluctance to ‘sink 
identity in a federation’ is, at this stage, just a red 
herring. All that is wanted now is the political will 
to act sensibly together with Western Europe in a 
wide range of economic policies.” 

Free Trade Area treaties have also been signed by 
the Central American countries, on the one hand, 
and by Mexico, Brazil, Argentina, Chile, Peru, Uru- 
guay and Paraguay (the “Montevideo Treaty’’) on 
the other. There is talk that Venezuela, Colombia 
and Ecuador may form yet another bloc, and there 
are plans afoot for the economic integration of cer- 
tain of the newly independent nations of Africa and 
Asia. 

What this means for the American business- 
man is that in order to reap the advantages of 
association in these various groupings, he will have 
to establish manufacturing subsidiaries abroad, or 
face increased tariff barriers, as trade within each 
bloc rises and outside imports decline. 

This can already be seen in the scramble to stake 
out a share in the future economic growth of the 
European Common Market countries. 


Inducements and Restrictions 
Various foreign countries have adopted specific 
incentives to attract foreign capital, the most fa- 
mous examples of this being Puerto Rico and 


Jamaica, but in recent months Peru, Chile and many 
other countries have enacted new investment laws 
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reflecting their increasing realization of the valy 
of international investment to their economies. ]) 
other cases severe import barriers have been erectej 
to stem the inflow of consumer goods, forcing many 
U.S. enterprises to establish manufacturing abroa 
or lose their markets. In many countries it has bee 
made imperative that foreign companies engaged iy 
assembly, use an ever-higher percentage of locally 
manufactured parts and semi-finished goods. "This 
has resulted in the creation of enterprises to m:nv. 
facture the needed parts. 

In short, the welcome mat is out almost €v ry 
where (with certain unfortunate exceptions, of 
course) for manufacturing investment, and the ev. 
tractive industries have no choice but to ope at 
where the raw materials can be found (a situa ior 
which is reflected in discriminatory taxation ana re. 
gulation of extractive enterprises). The total resu t is 
an ever-larger proportion of American business fi ‘ms 
establishing direct operations in foreign countri’s. 


Size of Private Investment Abroad 


Although total private capital outflows have ben 
slightly less in 1958 and 1959 than in 1957, this as 
reflected mainly lessened expenditure in the peiro- 
leum field, due to previous over-investment and ¢ )n- 
tinuing over-supply. Manufacturing investment  ias 
steadily increased and the total is nearly twice ‘he 
average for the period 1952-1956. Thus the spec- 
tacular increase in 1957 was not merely, or even 
primarily, a temporary phenomenon triggered by 
the Suez crisis, as many thought. 


Huge Private Portfolio Investment 


Particularly interesting is the revival in the inter- 
national portfolio market. In 1958 net purchases of 
foreign bonds and corporate stocks rose to $1,250,- 
000,000 from a mere half billion the year before, 
and the trend continues. This is true not only in 
Canada, which has for some time attracted large 
amounts of portfolio investment from the U.S., but 
also in Europe, and even in Asia and Latin America. 
Resumption of payments on formerly defaulted 
bonds by many countries of the latter region has 
aided this development. 

Expansion of U.S. enterprise abroad is financed 
largely by income, but to a growing extent local capi- 
tal markets are being utilized to provide the needed 
funds. 

This reflects a growing acceptance of and faith 
in American business abroad. A high percentage 
of the money earned in these operations is plowed 
back into property, plant and equipment. 


Earnings Trend Higher 


Total earnings of U.S. investments abroad reached 
$3.7 billion in 1958, compared with $2.0 billion in 
1950. Direct investment earnings accounted for $3.0 
billion of this, compared with $1.8 billion in 1950. 
Although earnings declined slightly from 1957 this 
was due almost entirely to a $300 million decline in 
petroleum earnings. Although 1958 was a recession 
year, other fields of investment held their own or 
improved earnings over 1957. 

Perhaps a better picture of the extent of present 
U.S. investment abroad can be gained by selectins: 
a few typical large U.S. firms in various fields, and 
listing those foreign countries in which they have 
subustantial manufacturing or mining interests. Ai~ 
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urge Another indication of the increased capital flow 

but} abroad is that during a single six-month period a 

‘Ica. | (July-December, 1959) twenty-seven U.S. firms ap- 

Ited plied for and received permission to invest in Ar- 

has | gentina, a country in notoriously bad financial and 
economic condition. These companies included Amer- . 

ced | ican Home Products, General Motors, Swift, Kaiser, U. S. Receipts from Abroad 

'- | Ch. Pfizer, Sylvania, Chrysler International, Mead or 7 

ded Johnson International Ltd., Merck & Co., Koppers 

: International, Goodyear, IBM. 
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in nounced to date in 1960 include such companies as 
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Bulova Watch, Bell & Howell, Abbot Lab., Ekco 
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What's Ahead For BUSINESS— 
MONEY RATES — INVESTMENT? 


By PAUL J. MAYNARD 


> Influences back of decline in money rates — and the outlook 
> Will there be a business boom — depression — recession — or happy high 


level... 


and the factors that will determine the course 


> What April Government financing revealed 
P Position of the investor under varying influences — should he buy bonds 


or stocks 


LTHOUGH we are still in the early months of 


1960, it would seem that already there have 
been enough developments in our securities markets 
to fill an entire year. The stock market has had one 
of the sharpest quarterly declines in its history, and 
concurrently the bond market has experienced 
one of its most rapid advances, only to fall pack 
again in the last week or two. Ordinarily, abrupt 
shifts such as these would indicate a dramatic 
change from a condition of prosperity to one of de- 
pression or recession. However, there are so many 
crosscurrents in the factors at work in our securities 
markets today that it is unsafe to draw conclusions 
without a careful study and analysis of the condi- 
tions which have contributed and are continuing to 
contribute to the rapid changes in the markets for 
both stocks and bonds. 
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In order to understand the whys and wherefores 
of our present securities markets and to obtain some 
idea concerning the direction in which they may be 
heading, it is necessary to look back to the set of 
conditions which existed throughout most of 1959. 
Perhaps the principal characteristic of last year’s 
security markets was the dominance of an inflation 
psychology against a background of exceptionally 
tight money conditions. This psychology, stimulated 
in large measure by the long steel strike, wa: 
strongly biased in favor of equity investments anc 
against bonds or other fixed income securities. Thi: 
factor alone might not have pushed stock prices t 
quite the stratospheric levels which they attainec 
late in the year, or might not have depressed bonc 
prices (and conversely, increased yields) quite s¢ 
far, had it not been accompanied by other strong 
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forces which were operating to produce similar 
results. 

Chief among these forces was the enormous debt 
management problem faced by the United States 
Treasury Department. Not only was it necessary to 
finance a deficit of $12.4 billion in the fiscal year 
ending June 30, 1959 (which deficit was more than 
four times the deficit of the fiscal year 1958), but it 
was also necessary to refinance $52.3 billion of ma- 
tu: ing marketable U. S. Government security issues. 
The problem of debt management was met against a 
ba kground of such a sharply rising level of business 
ac'ivity (especially immediately before and immedi- 
ate!y after the steel strike) that, in order to counter- 
ac’ potentially inflationary forces, Federal Reserve 
A: thorities were impelled to increase the degree of 
rsiraint which they: had been exercising on credit 
mcorkets. Thus at the beginning of 1960 there were 
a number of extreme conditions in the security mar- 
ke's, and the situation was ripe for several major 
rec djustments. 

‘he continued demand for credit under conditions 
of limited supply had pushed money rates to levels 
of over 5% on top grade bonds while the average 
yield on stocks was approximately 312%, and actu- 
ally was much less than the latter rate in many 
cases. Overly optimistic projections of earnings 
available for the stocks of many corporations had 
resulted in elevating the prices of such stocks to 
ur realistically high levels. Indiscriminate acceptance 
oj the argument that inflation was inevitable and 
that only equities provided protection against this 
pattern of continuing price rises, added to the dis- 
tortions in the security markets. 


“ 


Budget Message Deals Blow to Inflationary Psychology 


The occurrence which apparently precipitated the 
abrupt change in the security markets was the 
President’s Budget Message early in January. In- 
stead of the $12.4 billion deficit of Fiscal 1959, the 
new budget called for a small surplus for the year 
ending June 30, 1960 and then a $4.2 billion surplus 
for Fiscal 1961. This prospect 


greater fiscal discipline suggests more effective 
credit control and less chance of uninhibited infla- 
tion. 

Business Forecasts Go to Extremes 


Coupled with the change in the climate of investor 
opinion with respect to the likelihood of continued 
inflation, there has developed within the past two 
or three months a tendency to discount or modify 
earlier forecasts of 1960 levels of business activity. 
In some quarters this appears to have been over- 
done. Because earlier forecasts may have been on 
the high side, some observers have gone so far as 
to predict a recession or depression in the making. 
The easing of conditions in the money market and 
the appearance of short term funds available for in- 
vestment has led many investors to conclude that 
the entire business outlook has turned sour. As will 
be pointed out, this conclusion does not appear to be 
justified by the facts. 

Just because the 1960 level of business activity 
may not be as high as had been forecast, does not 
mean that a recession is in the making. 

The evidence indicates that 1960 will still be one 
of the most prosperous in the nation’s history, al- 
though the second half may witness a leveling off in 
activity. 

Shift in Investor Psychology 

From the foregoing it can be seen that while there 
have been some changes in the basic forces under- 
lying the position of our securities markets this year 
compared to last year, the principal change which 
has taken place has been one in investor psychology. 
This accounts for many of the apparent contradic- 
tions or paradoxes which exist in our securities mar- 
kets today. Some of the major paradoxes may be 
summarized as follows: 

1. Money Rates—Although interest rates on 90 
Day Treasury Bills fell in the first quarter of 1960, 
from over 414% to under 3% (more recently having 
recovered back to 3.80%), and the yield on the so- 
called ‘Magic 5s’ of 1964, issued at par last October, 
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declined to about 4.15%, the banks continue to be 
loaned up, and demand for loans at a 5% prime rate 
has held up well. At a level of $10,594,000,000, busi- 
ness loans of New York City banks on April 6, 1960 
were down seasonally only $36 million since the first 
of the year, Last year at the same date they were 
down $339 million from January 1, 1959. 

2. Government Financing—With the yields on out- 
standing longer U. S. Government Bonds only a 
little over 4%, the Treasury accompanied its recent 
offering of short term securities with an optional 
offering of 414% 25 year bonds. This seemed like a 
fairly attractive offering at the time, compared to 
yields on outstanding U. S. Government bonds. The 
Treasury hoped that about $500 million of these 
bonds would be taken up and thus provide some 
progress in lengthening out the Federal debt struc- 
ture. However, a disappointing $370 million was 
subscribed for and the issue has since fallen about 
a point below the offering price. This indicates that 
relatively few investors are willing to wager that 
interest rates are going to move materially lower, 
in spite of the fact that some observers have voiced 
the belief that the trend in interest rates is still 
downward. The Treasury now reiterates its request 
that the Congress remove the 4144,% ceiling on long 
term U.S. bond offerings so that longer bonds can 
be sold on a basis that will attract investors. 

3. Interest Rates—Any further substantial decline 
in interest rates seemingly could come about only 
as a result of a business recession. This would reduce 
the demand for credit, and cause the Federal Re- 
serve to shift from a policy of credit restraint to one 
of credit ease. Despite the decline in interest rates 
which has taken place, however, there are few signs 
that a business recession is in the offing. 


Why Business Should Hold Up 


Admittedly, the earlier estimates of steel produc- 
tion rates and automobile production figures now 
seem to have been on the high side. However, accord- 
ing to much of the data now available, business con- 
ditions promise to continue to be good for some time 
ahead. For example, recent surveys indicate that 
consumers intend to increase their purchases of 
autos, homes and appliances this year. Furthermore, 
the most recent survey by the Securities and Ex- 
change Commission and the Department of Com- 
merce shows business plans for $37 billion new 
capital investment this year, equalling the 1957 re- 
cord, and up 14% from the $32.5 billion spent in 
1959. If new capital outlays this year are as high as 
$37 billion, it is difficult to see how interest rates can 
ease further. Not only would new construction ex- 
penditures of this magnitude stimulate the level of 
activity of the economy, but the resultant demand 
for funds to finance such outlays would tend to force 
interest rates upward. 


Why Money Rates Dropped 


In looking for explanations for the sharp decline 
in interest rates, it is possible to find several factors 
which may be contributing to the supply of funds 
pressing on rates. These are in addition to the funds 
arising from a shift in investment emphasis from 
stocks to bonds. @ They include foreign funds which 
have become available for investment in this country 





partly as a result of our unfavorable balance of pay. 
ments and partly because they have been released ag 
freer convertibility has reduced the need for cash 
reserves abroad. @ Another factor adding to the 
supply of funds available for investment in the 
United States is the increasing amount of cash en. 
erated internally by many corporations. This cash 
generation is related to increasingly large accruals 
for depreciation of plant and equipment. Acce er- 
ated amortization provisions also have contributed 


to this larger cash throw-off. Corporation treasure 
ers, as a result, have become substantial inves‘ oni 


in Treasury Bills and Notes. 

®> The tendency of treasurers of many of the 
country’s corporations, both large and small, to 
withdraw deposits from the banks and to invest the 
proceeds in Treasury Bills hds contributed in part 
to the tightness of bank credit in the face of ease in 
security prices. By withdrawing their deposits, he 
corporation treasurers have reduced the ability of 
the banks to expand their loan portfolios. Thus, he 
increase in the supply of funds for investment in 
short term securities has contributed toward tigh er 
bank credit. 


Appraising Influences Shaping Investment Outlook 


In attempting to predict what lies ahead for ‘he 
securities particularly in the field of fixed inco ne 
securities, it may be helpful to list the factors wh ch 
may cause further easing of many rates or rises in 
bond prices and weigh these factors against those 
which may result in tighter credit conditions, or 
lower bond prices. 

The factors which may contribute to lower inter- 
est rates include: 

& Any substantial slow-down in business coni/i- 
tions. This would further deflate any inflation psy- 
chology and bring about an end to the credit re- 
straint policy of the Federal Reserve. 

& Actual attainment of a balanced budget this 
year and a surplus in Fiscal 1961. Any debt repay- 
ment would be anti-inflationary. It may be noted, 
however, that recent press notices indicate that at 
least a small deficit seems to be in prospect for the 
present fiscal year. 

& Reduction in new capital outlays by corpora- 
tions. This would have a deflationary effect on busi- 
ness and would reduce the demand for credit to 
finance new construction. 

& Curtailment of new municipal and other local 
government expenditures. If there were to be cut- 
backs in expenditures by local governmental author- 
ities for schools, highways, sewer systems, etc. the 
demand for credit would be correspondingly lower 
with the result that upward pressure on interest 
rates would be reduced. 

& Curtailment of Federal Government expendi- 
tures. This would have significant psychological as 
well as actual effects on the demand for credit. 

Factors which could halt the decline in interest 
rates and push them higher are as follows: 

& A strong upward movement in the rate of busi- 
ness activity. This would increase the demand for 
credit and would influence the Federal Reserve to 
preserve a policy of credit restraint to avoid run 
away inflation. This would also tend to bring abou 
a resumption of the fears (Please turn to page 173, 
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— Why Economists Go Wrong 


HORSE and BUGGY STATISTICS 
IN A JET 








AGE ECONOMY! 


By JOHN E. McKAIG 


& Lack of reliability in monthly statistics — of housing 
starts — value of construction — farm construction — 
in inventory — retail trade — farm income — and 
consumer price index — and all the way down the line 

> What to do about it 


OSY forecasts for a booming 1960 are being 
R reexamined. Earlier evaluations are being re- 
vised in the light of recent developments as reported 
in statistics issuing from the Departments of Agri- 
culture, Commerce, and Labor, and the Federal 
Reserve Board. Analysts are looking at the latest 
figures on employment, housing starts, construction 
activity, department store sales, the cost of living, 
business intentions to invest in plant and equip- 
ment, farm income, and a host of other economic 
indicators. 

The significance of recent developments for public 
policy or private decision-making is being variously 
interpreted. There is a great deal of discussion about 
the meaning of the recent movements in the various 
economic indicators, but there is no discussion of 
the indicators themselves. No one has pointed out, 
for instance; 

— that the monthly statistics on housing starts 
do not measure the number of houses which build- 
ers start to construct during the month; 

—no one has reminded us that the monthly 
statistics on the value of construction put in place 
do not measure the amount of construction put in 
place during a month; 

—no one has recalled that changes in inventory 
statistics have been more volatile than the changes 
in inventories themselves; 

—and no one has noticed that weekly depart- 
ment store sales statistics do not include informa- 
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tion from our largest retailers Sears Roebuck, 
Montgomery Ward, and J. C. Penney. 

In short, neither the analysts nor the interested 
public have questioned the reliability of the infor- 
mation with which they work. 

This is perfectly understandable. Information is 
not an end in itself; it is used to help guide decision- 
making. The focus of attention is on the decision, not 
on the quality of the information used in making it. 
Statistics like those which have been mentioned are 
not important in and of themselves. 

They are important because they help to give 
decision makers some indication of developments 
which are shaping the course of the economy in the 
future. Yet the decisions being made today are of 
such far-reaching importance that the statistics 
which support them should receive more critical at- 
tention than they get. 


For Example . . . 


> Take the monthly housing starts series. Changes 
in monthly housing starts largely reflect changes in 
the number of building permits issued in previous 
periods. As an indicator of the general trend in 
housing construction—up or down—they serve a 
purpose. As an indicator of the amount of construc- 
tion actually getting under way in a given month 
they are not at all reliable. A builder may obtain 
permits to build 500 houses which he may intend to 
build over the year. Shortly thereafter the housing 
starts statistics will include these 500 houses as 
under way even though the builder, in fact, may 
not have begun even a single excavation. Moreover, 
it has been shown that the data understate by as 
much as 20% the amount of housing construcuted in 
areas where building permits are not required. 

> The statistics on housing starts are also used as an 
indicator of the amount of housing being supplied. 
They don’t do a very good job here either, for they 
include neither mobile homes nor conversions which 
add to the supply of housing. This defect is of con- 
siderable importance in determining policy. A need 
for housing ‘egislation may be indicated if only 
1,200,000 houses are built per year. The argument 
might be weakened considerably if 1,500,000 houses 
are being built annually. It might be weakened still 
further if the statistics took account of the number 
of mobile homes entering into the housing inventory 
each year. 

The issues involved are too important to allow 
them to be influenced by inadequate and misleading 
information. Yet this is exactly what is occurring in 
the absence of housing starts statistics which are 
more closely related to what is actually happening 
in the real world. 

Much of the statistical information describing 
current construction activity is of a similar charac- 
ter in that it does not reveal what is really taking 
place. Monthly data on the value of construction 
put in place really show what the value of construc- 
tion put in place during a given month would have 
been if builders employed today the techniques they 
used a decade or two ago, and if there were no ex- 
ternally interfering circumstances such as steel 
strikes or adverse weather conditions. 

In the case of farm construction, monthly figures can 
move up or down without a nail being pounded 
simply because they are tied to past farmer expen- 
diture patterns and move up or down with reported 
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monthly changes in farm income. 

@ Farm income statistics are far from satisfactory, 
No current information is available on the income 
received by farmers from non-agricultural source;s— 
which is said to account for between one-fourth and 
one-third of the total income of the farm population. 
Even the annual figures reported for income from 
non-farm sources do not tell what farmers received, 
They tell instead, what farmers would have received 
from non-farm sources if this income changed in 


exactly the same proportions as the farm populat on f 


has changed relative to the total population over “he 
years since benchmark surveys were made. 

@ The use of patterns affects other statistics, too. 
The Consumer Price Index, for example, is based on a 
pattern of expenditures made by city workers in 
1950. It would measure changes in the cost of living 
of this part of the population only if workers cc n- 
tinued to purchase the same proportions of the 
same goods and services they bought in 1950. 

@ The Consumer Price Index does not meas re 
changes in the cost of living for technical, prof«s- 
sional and managerial personnel and their famili:s. 
It does not measure changes in the cost of living for 
older, retired people. It does not measure changes in 
the cost of living for farmers—their cost of livi ig 
is measured by a separate index calculated in a 
different way! 

@ The Consumer Price Index is nevertheless in 
important economic indicator, because it is a good 
measure of changes in the prices of goods and sery- 
ices included in it. Monthly changes always receive 
great public attention, and pundits and politicians 
quote the latest figures to illustrate their particular 
views on inflation. 

It is seldom pointed out that an increase in thie 
CPI does not have the same real significance if it 
arises from, say an increase in hospital costs as it 
does if it arises from an increase in the cost of some 
widely used food item or items. 

> In one instance the effect centers on a relatively 
small part of the city worker portion of the popu- 
lation. 

> In the other, it is spread generally over the 
entire group. 

Similarly, a rise in the Consumer Price Index re- 
sulting from higher new car prices affects the man 
who buys a new car immediately, but it does not 
affect his neighbor who bought a new car two 
months ago and won’t buy another for two years. A 
rise in the Consumer Price Index due to a higher 
cost of hair cuts and beauty parlor services, or 
higher prices for gasoline, on the other hand, leads 
to an immediate increase in the cost of living for 
urban workers generally. 

The only certain effect that a one point rise in 
the CPI can have on inflation is by way of th 
$200,000,000 increase on an annual basis which it 
gives to 4% million workers through the operation 
of escalator clauses in collective bargaining con- 
tracts which bring automatic wage increases wit! 
increases in the Consumer Price Index. 


Faulty Business Statistics Misleading 


Outdated benchmarks and incomplete basic infor- 
mation combine to make some other indicators 
rather more unreliable than the casual user might 
suspect. For example, the data on changes in business 
inventories are watched closely by business analysts 
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as a basic indicator of current business trends. Dur- 
ing the early part of 1958, for example, there was 
a great deal of discussion about the significance of 
the reduction of business inventories at an annual 
rate of $9 billion during the first quarter. A later 
revision placed the first quarter draw down at the 
annual rate of $9.5 billion. By early 1960, the picture 
had changed considerably, and the reduction of in- 
ventories in the first quarter of 1958 was seen to 
have been at the rate of $6.9 billion per year. How 
many business decisions might have been altered 
had business men known in 1958 that which they 
cai see in retrospect in 1960! 

Consumer spending, the backbone of economic ac- 
ivity, likewise is not reported adequately. The most 
current information 
available on consumer 
spending is the Federal 
Rcserve’s weekly depart- 
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WHERE BUSINESS STATISTICS CAN BE IMPROVED 


Many indicators need to be modernized or replaced. Among 





but how many investments and other business de- 
cisions would have been altered had the estimates 
not been overstated in the first place? 


We Pay a High Price for Outmoded Statistics 


The deficiencies of existing statistics are not lim- 
ited to the few examples noted, The whole area of 
distribution is inadequately described in existing 
cata; there is almost no information for a proper 
understanding of the impact of Federal Govern- 
ment procurement on economic activity ; agricultural 
statistics are becoming obsolete in the face of the 
continuing technological revolution in farming; 
present statistics give only a partial understanding 
of the impact of foreign trade on the American econ- 
omy, to cite some of the 
major areas in which im- 
provements are needed. 

Quite apart from the 


ment store statistics. these are statistics relating to such important things as: kind of deficiencies 
\ dely used because of Indicator Basis For Improvement which have been noted 
their timeliness, they is the lack of timeliness 
are, nevertheless, far CONSTRUCTION Data should be based on actual pro- in the release of Federal 


from an adequate indi- 
c:tor of consumer activ- 
it’. The largest retailers 
the United States are |} 


CONSUMER SPENDING 


CONSUMER PRICES 


gress reports or up-to-date patterns 
of construction activity 


Need better basic data from which 
estimates are made. 


Up-to-date consumer expenditures pat- 


statistics. This, too, is an 
important factor whic) 
affects their quality as a 
source of information 


l included in it, nor terns needed. also indexes should be for many business pur- 
are appliance stores and computed for groups other than city poses. Many statistics be- 
similar outlets which workers come available too late 
’ | FARM INCOME Current information on off-farm in- to be of value for current 


y an important role in 


come should be gathered, as well as 


business decision-mak- 


the distribution of con- . . ; 

: - income information for commercial - : , ; 
sumer goods. Since de- farmers seperate from pert time or ing. A case in point is 
partment stores account subsistence farmers the data on corporate 
ror only about 6% of all FEDERAL GOVERNMENT Need better indicator of timing of profits. ; In late March, 
retail trade, a depart- PROCUREMENT Federal expenditures and classification. when forecasters were 


anxiously looking at the 


n ent store series, by It- FOREIGN TRADE Need classification which will permit ( ; : 

self, is hardly a reliable integration of this infomation with in- major indicators for 
indicator of how con- ff} formation from domestic economy some clues to aid them 
cumers are spending | INVENTORIES Need better information on inventories in judging the future, 


their money. Until there 
is a weekly retail trade 
series with broader cov- 
erage supplemented by 
monthly data showing 
what consumers are buy- 
ing, the factual support 
for current analysis of 
consumer behavior will be very fragile. 

Even the annual estimates on personal consump- 
tion expenditures by type of product, published by 
the Office of Business Economics, should be used 
with caution. They depend on complicated analysis 
which traces the flow of commodities from the man- 
ufacturer through the distribution system to the 
consumer. Due to the inadequacies of current sta- 
tistics and recent censuses, a large part of the esti- 
mete is still benchmarked to information over 20 
years old. The O.B.E. has made heroic efforts to 
overcome these shortcomings in basic data, but even 
its best “guesstimates” have sometimes been wide 
of the mark by a sizable margin. 

For example, they were forced to rely on poor 
basic information on food sales, and those for some 
years failed to take account of the increased sale of 
non-food items in grocery stores. The result: con- 
sumer expenditures on food were overstated by 
$7 billion in 1954, and the discrepancy grew to $9.8 
hillion by 1957. Corrections were made, of course, 
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at all levels: manufacturers 
salers and retailers. Need better data 

on composition of inventories. 
More complete measure of 
consumer spending needed. Also more 
adequate 
tion and geographic detail. 


whole- the latest corporate prof- 
its information available 
to them related to the 
third quarter of 1959. 
Data which.is six months 
old and doesn’t reflect 
fully the effects of the 
steel strike and its after- 
math are of little value for current business analysts. 

Information from economic statistics will never 
be perfect: the limitation of time, money, and the 
availability of records will frequently make it neces- 
sary to use second-best or even third-best data. 
Nevertheless, important statistical measures can 
and should be improved. Obsolete benchmarks can 
be brought up to date, statistics of little relevance 
can be eliminated or curtailed, new kinds of data 
appropriate to modern needs can be developed. To a 
certain extent this is done—the Censuses are taken 
periodically, the basic national economic accounts 
and the FRB Index of Industrial Production are re- 
vised from time to time, it begins to appear as 
though the Cunsumer Price Index will be revised every 
decade or so, and other improvements make their 
way slowly into the body of information supplied by 
Federal statistics. A little organization of business, 
labor, and other users, the Federal Statistics Users’ 
Conference, has achieved some success in securing 
the adoption of some (Please turn to page 174) 
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WISCONSIN primaries, although denoting no national 
trend, proved disconcerting to top figures of both 
Parties, both on Capitol Hill and in the Executive 
Department. President Eisenhower has commented 
on the lack of publicity for Vice President Nixon, 
potential (but not certain) Republican nominee. 
Kennedy and Humphrey, the hustling and vocal 
Democrats, have come forward with varying expla- 
nations of their respective tallies at the polls, whil+ 
other Democratic big-wigs have publicly interpreted 





WASHINGTON SEES: 


Russo-U.S. space gap has been sharply nar- 
rowed, possibly closed, and with most of the ad- 
vantage on our side. This is the feeling of top 
scientists of the National Aeronautics and Space 
Administration (NASA), Defense Department ex- 
perts, and sources close to the White House. The 
assumption is, however, that we still lag in the 
production of Intercontinental Ballistics Missiles 
(ICBMs), and also lack the fuel powerful enough 
to lift very high pay loads into outer space. 

The Reds hit the moon with one shot and now 
have a total of three satellites in orbit, none of 
which is doing anything more than travel in 
space. On the other hand, the United States has 
a total of nine satellites in orbit, two of which 
are daily sending back, by radio and television, 
information of incalculable value—military and 
meteorologically. 

Pioneer V, now in orbit about the Sun and 
Venus, has supplied valuable information on 
radiological and cosmic influences in outer space, 
and will do so for 400 years or more, while our 
newest satellite, Tiros |, is doing a job that cannot 
be comforting to any potential enemy. 

Tiros, with its accurate and clear pictures of 
weather conditions about the Earth, indicates that 
in another few months—not over a year—we can 
(and will) orbit another satellite with more re- 
fined cameras to give defense experts bird’s-eye 
views of military installations around the globe. 

















By “VERITAS” 
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the heavy Democratic vote as “sure fire” omens of a 
Democratic victory next November. Back-stage, 
there is the general Democratic feeling that “Veep” 
Nixon suffered little, but that both Kennedy and 
Humphrey—Kennedy especially—received publicity 
that would be unfavorable to the prospects of Sen. 
Stuart Symington, of Missouri, now an avowed cal- 
didate, and Senate Majority Leader Lyndon John- 
son, of Texas. Democratic inner circles are agreed 
that Kennedy could not win if nominated, because of 
youth and religion; that the loquacious Humphrey 
would “talk himself” out of election; that Symington 
would be an “impressive but ineffectual candidate ; 
that Sen. Lyndon Johnson could not capture the 
necessary Negro vote of the North, even though he 
has the unqualified support of House Speaker Sam 
Rayburn, presently the most powerful figure in the 
Democratic hierachy. It boils down to a Democratic 
deadlock with twice-defeated Adlai Stevenson as the 
Democratic nominee, and Nixon still an “uncertain 
quantity” who may find Governor Rockefeller a 
“draftee” for top billing on the GOP ticket. 


SINO-RUSSIAN relations are more strained than they 
appear on the surface, according to excellent sources 
here who are hopeful that Khrushchev will go to th: 
Paris Summit Conference in a “mellower” mood, 
more ready to make concessions to the Western 
powers—not only with respect to Berlin, but on 
closer controls of nuclear tests as well as re-arma- 
ment (instead of disarmament) lest Red China— 
with its almost one billion population—become a far 
more serious threat to Russia and civilization than 
any strength both the United States and the USSR 
can muster. China does not yet have A- and H- 
bombs, but she is on her way; further, she is led by 
personalities who may be willing to use atomic des- 
truction in a trigger-happy effort to “put the United 
States in its place”. 

QUOTE: “A country powerful and big enough to give 
the citizen everything he wants is also powerful 
enough to take away everything he has, including all 
of his freedoms.” (Anonymous). 


STREET 





THE MAGAZINE OF WALL 











°o 


is Ts) loa® bow |r: \< 


im 


po 
th 
ou 
be 
he ‘ 


> 
Ww 
oO 


now ¢ 
in ar 
quoti 
In tt 
buy 0 
sour 
only 
to m 
to 8 


f 
gath 
on At 
Envi: 
woul 
cosm 
eiec 
the 
Theo 
now : 
suff 
with 
year 
poss 


Centr 
sign 
disp 
is e 
proc 


APRI 





Mounting Cuban Defections Cheer Administration, as well as 
Latin-American republics. Our State Department and our 











desertions from the Castro regime (latest occurred in 
Mexico and U.N.) will either "Sober up" the slap—happy 
bewhiskered dictator, or awaken his non-communist backers 
to the fact that he is bad medicine for Cuba, whoSe national 
economy rests upon exports to this and to other countries. 
Still clouding the Cuban horizon is threat of whittled U. S. 
imports of sugar at above world market prices. It is true 
the island republic has made favorable (on paper) trade 
agreements with the USSR, but that nation's reputation for 
dishonoring solemn covenants is well-known to the better 




















































































































— minds of Cuba. 
Voluntary Oil Import Quota Program Faces New Assault. Inde- 
= pendent oil producers and bituminus coal industry will 
| soon vigorously demand that guotas be cut, or that Congress 
| imose tough tariffs. Supporting their bring more proper distribution of launching 
of a | po ition that present guotas are too liberal, sites. Under the direction of a civilian, 
tage, th independents and the coal industry point Dr. Herbert F. York as Director of Research 
‘eep” | ou. that daily imports have, for some months, and Engineering, the over-all plan labors 
and | been less than assigned quotas, except for under the "drawback" of a competent and 
icity | heavy residuals used as fuel. National Coal able military man, Maj. Gen. Donald M. Yates, 
Sel Association declares the oil companies are former commander of the Cape Canaveral 
+ no’ cutting residual prices to below cost (Fla.) rocket launching base. Both Dr. York 
reed — in an effort to convince Administration that and General Yates are tops in their fields, 
se of | quotas should be boosted, rather than cut. but the General suffers the handicap of an 
hrey : In the meanwhile, Armed Forces continue to Army uniform, consequently undercover 
gton © buy most of their requirements from domestic antagonism of the other uniformed services. 
ob | sources, resorting to foreign production Old—timers on the Washington scene since 
he | ly where it is closer and more convenient before "unification" of the Armed Forces 
Sam | to momentary needs—ratio about 12% foreign are skeptical—believe the program would 
the | to 88% domestic. fare better under total civilian direction. 
‘atic 
th | A “Cosmic Satellite Generator” which would Hoffa Rides “High, Wide and Handsome,” des- 
“? | gather electric power from outer space, is pite union and Federal efforts to dislodge 
on Atomic Energy Commission drafting boards. him. Although technically without full 
Envisioned is a multi-—ton satellite which power as President of the giant Teamsters 
nad would (in orbit) gather energy from the union and in the shadow of Court removal 
thi cosmic forces of outer space, convert it to from office, the runty little labor leader 
od. electricity and transmit it back to Earth in continues as undisputed factual head of the 
ern the form of usable electrical energy. giant 1.5 million member union, fully capa— 
on Theoretically, a 60,000 kilowatt unit is ble of effectively calling a nation—wide 
ma- | now feasible—the problem is rocket power strike. Eventually, say his opponents (many 
ie sufficient to put it into orbit. A certainty of them in Administrative agencies and in 
1an within a decade say the more optimistic, 20 Congress), "Jimmy" will go to jail. They 
SR | years say the pessimists but none says im— all ruefully add, "but he will be re-elected 
H- | possible. to the Teamsters' presidency, even though in 
by a prison cell." In support of this, most point 
~ Move to Put Space Exploration Bases Under Rigid to the fact that James M. Curley, one—time 
Centralized Control meets raised eyebrows. De- Mayor of Boston, was elected to Congress 
: Signed to quash interservice rivalries and while serving a prison sentence. 
oe disputes, the Defense Department's program 
all is expected to eliminate duplications in Gas Warfare is Getting More Intensive Study, 
procurement, snafu's in management, and both in the Pentagon and the U. S. S. R. Both 
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nations realize that total conquest through 


wise profits advance has been less than 











nuclear weapons would be hollow—nothing 
to take over other than vast expanses of 
radio—active contaminated areas which would 
be uninhabitable and utterly useless for 

a@ long period. On the other hand, un- 
nerving or otherwise temporarily disabling 
gases could easily and effectively pave 

the way for easy take—overs by ground troops 
with a docile and subdued civilian populace 
physically able to swing into needed pro— 
duction. 














Top (White House) Labor-Management Conference 
May Never Take Place (Page 4, March 26 issue). 
Further investigation finds the Department 
of Labor, the AFL—CIO and others interested 
"up in the air." The Secretary of Labor is 
Still "working on it," the Department of 
Commerce (to be flatly denied) wants to 
select industry members of the conference, 
the AFL—CIO asserts it is "ready, willing 
and able," but the Labor Secretary—pre— 
sumably in charge of arrangements—has "no 
comment" at the moment. Educated guess— 
no conference. Distressing, to say the least! 








TV-Radio to Garner Cash From Political Campaigns; 
this despite fact that broadcasting industry 





munications Commission and the Federal 
Trade Commission. 1956 radio-—tv revenues 
(from both parties) hit a little over $7 
million, around 10 or 12 percent more than 
could have been realized from commercial 
sponsors. With a "tighter" race in sight, 
it now is probable that expenditures for air 
wave time will jump nearly $2 million. 











Labor Will Attack Living Costs Under GOP Admin- 
istration as part of its contribution for Demo- 
cratic support for medical—hospital care 
of the aged under present Social Security 
program. Ignoring the fact that consumer 
price index showed its greatest advances in 
the seven years of the Truman Administration, 
Labor will declare that corporation profits 
reached new highs co—incidental with the 
upped cost of the weekly market basket. 
Bureau of Labor Statistics has already 
predicted increased living costs in the 
Summer months, but negligently failed to 
point out that the upward trend in the past 
seven years has been much slower than in 
the previous seven years. As for corporation 
profits, Labor will not point up that in 
the past six or seven years their percentage— 
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one-fourth the wage advance won by labor 
through strikes or negotiations. 





Restriction on Retired Armed Forces Officers’ Civil. 





formed personnel from selling to the Pentazon 
faces tough going in the Senate, probably 
embarrassing amendments. There is a libe-al 
element in the Upper Chamber which would bar, 
not only former Armed Forces personnel, 
but all former Federal employees, includ ng 
Members of the Congress, from negotiatin: 
Sales and contracts with the government 
Also, the liberals would specifically wr te 
a proviso that former Members of the Natio: al 
Legislature could not engage in lobbying 
activities (or legal practice beforer ~- 
latory agencies—FCC, FIC, FPC, CAB, etc.) 
for a period of two or more years after 
leaving the Congress. This would be rugg¢d, 
considering that a majority of the Solon: 
either practice law before Federal regu— 
latory agencies or become active Washing’ on 
lobbyists after leaving Capitol Hill. The 
House would not necessarily concur in the 
Senate amendment (if adopted), but resultent 
publicity would be something more than 
embarrassing. 


















































Will Nixon Move Leftward If He Gets Nomination? 
An affirmative answer has been given by 
one close to the Vice President, but with 
the qualification that he will not "go to 
the left of center." The same source adds 
that Mr. Nixon's prospects of being the No. 1 
man for the GOP have "diminished during the 
past few weeks, primarily because of wide 
publicity accorded the front—running Demo- 
cratic candidates." It was also said that 
some competition "from Rockefeller or any 
other prominent Republican at this time 
would be helpful to the Vice President." 

In the meanwhile, the Democratic high 
command, jubilant over Nixon's lack of 
publicity, finds itself harrassed by a 
plethora of candidates, none of those 
presently announced regarded as a "Sure 
fire winner" if nominated. Further, the 
Democrats are now fearful that the prolonged 
debate on Civil Rights will force Congress 
to reassemble after the conventions lest 
they be condemned for adjoining sine die 
with too much unfinished business on the 
legislative calendar. 
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UNITED STATES of EUROPE GOAL 
Caught Between “INNER-6” and “OUTER-7"™ 


By JOHN H. LIND 


> The highly practical, all-embracing plan of the 6-Nation Common Market vs. various stum- 


bling blocks in the formation of the Outer-Free Trade Area .. . 
> Dr. Hallstein meets Britain’s pressures by speed-up plan with a July 21, 


British lack of realism 
1960 deadline! 


... cutting tariffs widely to offset dangers of original time-table 
& Why Macmillan fails to shake U.S. backing of EEC — the palliative of Germany’s current 
support of Macmillan eases situation temporarily 


F a European Rip Van Winkle, with an inter- 

national economic orientation, had started his 
sleep in the 1930s and awakened in the spring of 
1960 he would not find it too difficult to get his bear- 
ings. For some of the problems and conflicts on the 
current European economic and political scene are 
reminiscent of the issues that existed over a quarter 
of a century ago. 

At stake is again the old balance-of-power doc- 
trine, for more than a hundred years the key to 
Britain’s Continental policy. Its essence is that Eu- 
rope’s peace depends on an intricate system of 
counterveiling balances between the Continent’s ma- 
jor powers. No one nation should be permitted to 
become too strong, and, above all, no bloc of nations 
is to be allowed to be established, since this would 
threaten to upset the balance, in Britain’s view. 

Behind this elaborate theory is, of course, Brit- 
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ain’s age-old fear that a united Continent might 
challenge her position as a major power. It was this 
fear which caused Britain to oppose Napoleon 150 
years ago when he sought to establish a Continental 
Bloc. Now this old fear has put Britain into oppo- 
sition to the Common Market, the most far-reaching 
of all attempts to unite the Continent. 

To understand Britain’s almost pathological hos- 
tility to this project, one must realize that the Com- 
mon Market is more than a customs union of six 
countries (France, Germany, Italy, Belgium, Holland 
and Luxembourg). Its ultimate goals go far beyond 
the confines of a common foreign trade policy. Six 
or eight years from now, when the Common Market 
is in full operation, it will have integrated its mem- 
bers economically, politically and socially. In other 
words, the Common Market’s avowed purpose is to 
create a United States of Europe! 








There is strong ideological support 
for this venture in all six member coun- 
tries. German chancellor Adenauer, for 
instance, considers it his main mission 
to tie Germany so closely to her neigh- 
bors that economic, political and mili- 
tary strife between them becomes an 
impossibility. The same view is held by 
France’s Charles De Gaulle and by 
NATO Secretary-General Paul-Henry 
Spaak of Belgium—one of Europe’s 
most realistic statesmen. The Common- 
Market principle has also the support 
of all non-Communist labor unions in 
the six countries as well as the majority 
of the employer’s associations, although 
with certain qualifications. But, above 
all, it has tremendous grass-roots sup- 
port among the area’s 165 million in- 
habitants. 

If its major opponent is Britain, its 
major supporter is the United States, 
which has given its unqualified endorse- 
ment to the Six-country integration 
scheme. Thus, it would appear that if 
Britain is trying to halt the integration 
plan outright it is fighting a losing bat- 
tle, since the forces in favor of it are, 
by now, too strong and have too many 
vested interests and positions to alter 
their stand. But if Britain is trying to 
win a partial victory by delaying and 
postponing the de facto establishment 
of the Common Market, in the hope 
that some other solution will turn up in 
the meantime, her chances for success 
are considerably better. 


Top Problem in Europe Today 


Let us briefly look at how the struggle 
between Britain and the Six has devel- 
oped over the last couple of years to its 
present high point, which has now made 
it the no. 1 problem in European affairs. 
The Common Market, or European Eco- 
nomic Community (EEC), was officially 
born in the spring of 1957 under the 
treaty of Rome, which has become 
the Community’s basic document. The 


Treaty of Rome left the way open for other coun- 
tries to join the Common Market. Britain soon 
started to negotiate with representatives of the 
6 National Group who invited her to join. The ob- 
stacle on which these negotiations eventually floun- 
dered was that Britain apparently wanted to have 
the best of two worlds: she wanted to retain her 
special position as the principal member of the far- 
flung British empire with its empirical trade pref- 
erences and at the same time to participate fully in 
the Common Market, in order to prevent this or- 
ganization from becoming exclusively Continental- 


oriented. 
Britain Steps In 


By the fall of 1958 it had become clear that these 
two positions could not be reconciled. It was then 
that Britain decided that if she could not join the 
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Common Market Timetable 


QUOTA ENLARGEMENTS 
Normal quotas Small quotas 








TARIFF CUTS 








DATE Total each Total each 
product product 
1959 Jan. 1 By 10% By 10% By 20% By 10% To 3% of production 


1960 Jan. 1 — — By 20% By 10% To 4% of production 
Jul. 1 By 10% By 5% — - — 


1961 Jan. 1 - - By 20% By 10% To 5% of production 
Dec.31 By 10% By 5% — — — 
STAGE 1 ” — 
BY END OF STAGE 1: Total tariff cuts by products must be at 
least 25%; export duties and export quotas must be abolished 
within the community; common external tariff to be applied in 
those cases where existing previous duty is no more than 15% 
higher or lower than common tariff. This Stage may be prolonged 
if the Council does not unanimously to end it. 
_ : ee | 
1962 Jan. 1 fi — By 20% By 10% By 15% 
1963 Jan. 1 . — By 20% By 10% By 15% 
Jul. 1 By 10% By 5% - — — 
1964 Jan. 1 _ — By 20% By 10% By 15% 
i % ¢ _— — —_ 
STAGE 2 Dec. 31 By 10 By 5% 
1965 Jan. 1 _ — By 20% By 10% By 15% 
Dec.31 By 10% By 5% — — — 


BY END OF STAGE 2: Total tariff cuts by product must be at 
least 50%. This Stage may only be prolonged by unanimous vote 
of the Council. 


1966 Jan.1 (Acting on Com- By 20% By 10% By 15% 
mission’s propo- 
1967 Jan.1 sal, Council fixes By 20% By 10% By 15% 


Dec. 31 rate of remain- (All quotas at least 20% of product.) 


1968 Jan.1 in9_ tariff cuts B, o90, By 10% 


By 15% 
during Stage 3.) v 


By 20% By 10% By 15% 
Abolition of quota restrictions. 


STAGE 3 1969 Jan. 1 


Dec.31 Tozero To zero 


BY END OF STAGE 3: All internal tariff and quota restrictions to 
free movement of goods, men, services, and capital to be removed. 
Common external tariff to be applied. This Stage may only be pro- 
longed by unanimous vote of the Council: total Transition Period 
may not be prolonged by more than three years. 


NOTE—The above timetable does not show the speed-up proposals by Prof. 
Hallstein, chairman of the E.E.C. Commission. 














Common Market she could at least wreck it. This 
may sound like a harsh charge. But top officials in 
Brussels, Paris and Bonn with whom this writer 
talked during a recent trip to Europe were all unani- 
mous in their conviction that for the past 15 months 
Britain had purposely sought to upset the Treaty of 
Rome. 

Her first move was to propose an all-Eurepe Free 
Trade Zone as a substitute. This would have limited 
integration to one single aspect: removal of trade 
barriers between member countries. This was a very 
much watered-down version of the Treaty of Rome. 


EEC — A Most Constructive Plan for Uniting Europe 


The “Inner 6” foresaw not only the removal of 
trade barriers among the Six but also the estab- 
lishment of a common tariff to the outside world, 
as well as complete mobility of capital and labor, 
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common overseas investments, a common atomic 

energy policy (Eurotom), a common Parliament 

(the European Assembly in Strassbourg) plus an 

integrated coal and steel policy—the latter having 

een in existence since 1952. 

\ccordingly, in December 1958 the Free Trade 
Zone proposal was rejected by the Six. But Britain 
was not that easily deterred. She decided to muster 
support among the non-committed countries of 
Western Europe and then submit her proposal once 
move, this time with the help of others. 


The “Outer 7” is Born 


hus was founded the European Free Trade Area 
(F PTA), often referred to as the Outer Seven. In 
ition to Britain, its members are Sweden, Nor- 
--y, Denmark, Switzerland, Austria and Portugal. 
Le -t December the Seven formed a free trade zone, 
i.e they proposed to eliminate 
all tariffs between them, by a 
series of reductions. But they 
dic not emulate the Common 
M: rket in establishing a com- 
m:n tariff system towards third 
co ntries. 
The Outer Seven are clearly 
auch less cohesive than the 
nner Six. Politically, they 
omprise countries as far on 
he left as socialist Sweden and 
is far on the right as semi- 
iutocratic Portugal. Strategi- 
cally, they include countries 
within the NATO military 
set-up as well as Austria and 
Switzerland who, by tradition 
or circumstances, have re- 
mained on the sideline in the 
East-West struggle. Finally, 
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“How do I get to the Com- 
mon Market?” 


Situation Now at Boiling Point 


It is this speed-up proposal, worked by Prof. Wal- 
ter Hallstein, chairman of the EEC Commission, 
which is now threatening to bring things to a boil 
between the two trade blocs. For until now the Com- 
mon Market has existed only on paper. It did make 
a first tariff reduction of 10 percent among its mem- 
bers on January 1, 1959. But for most items the 
reduction was passed on to all outside countries so 
that no real trade discrimination between the “Inner 
6” and the rest of the world has as yet begun. But 
under Prof. Hallstein’s complicated acceleration 
measures the Common Market would come into being 
as a practical entity by next July 1st. 

This would not only greatly widen the trade 
split between the Six and the Seven, it would also 
have profound effects on virtually every company 
—American and European— 
with business interests in the 
Common Market. 

Following are the major pro- 
posals for the speed-up: 

& The common external tariff 
(i.e. the tariff applicable to third 
countries) would come into force 
on July Ist, 1960, eighteen 
months ahead of the schedule 
fixed by the Treaty of Rome. 

& The entire common external 
tariff (largely based on the 
arithmetic average of the six in- 
dividual country tariffs) would 
be reduced by a flat 20 percent 
on July 1st! This was not fore- 
seen in the Treaty of Rome, but 
is meant as a demonstration of 
the Community’s liberal trade 
policy towards outside countries. 





the economic level among the 

Seven varies all the way from 

fully industrialized Britain to an underdeveloped 

Portugal. 

Trade between EFTA members is not very sig- 
nificant. Each one of the seven countries does much 
more business with the European Economic Com- 
munity (EEC) than with EFTA. 

Hence, unlike the EEC, the formation of EFTA 
is not a natural or logical development. Its main pur- 
pose is clearly to strengthen the bargaining power 
of Britain and some other countries vis-a-vis the 
Common Market. The ultimate aim of EFTA con- 
tinues to be a merger with the 


& Internal tariffs (i.e. those 
applicable between member 
countries) would be cut 20 percent on July 1st, in- 
stead of the 10 percent foreseen in the Treaty. 

& A second 20 percent reduction of internal tariffs 
is scheduled for December 31, 1961. This, together 
with the 20 percent cut of July 1960 and the 10 
percent one of January 1959, would reduce tariffs 
between the Six by 50 percent, instead of the 30 per- 
cent foreseen in the Treaty of Rome. The remaining 
50 percent would probably be abolished by the end 
of 1965 so that the full Common Market would start 
functioning at that time, (Please turn to page 176) 





EEC. But the EEC has rejected 
this as totally unacceptable. It 
is committed to a full economic 
integration of its six countries— 
eventually they even plan to have 
a common currency—and is not 
willing to scrap its masterplan 
for anyone at this stage. Quite 
to the contrary, the current pol- 
icy is to advance the ultimate 
goal by speeding up the integra- 
tion time-table set up in the 
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Imports of the “Six” 


(Total 1958: $15.1 bil.) 






“44a” 


BLOCS COMPARED 


Imports of the “Seven” 
(Total 1958: $18.9 bil.) 
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—A Sharp Look into 
1960-61 Potentials for 


COPPER - ZINC - LEAD - and ALUMINUM 
PRODUCERS and FABRICATORS 


By CALEB FAY 


T is quite amazing in view of the unprecedented 
rate of natural resource depletion during the past 


decade, and in the face of the dizzying quantities of 


commodities expected to be consumed over the next 
several years, that the one biggest problem with 
which the mineral industry must contend as it enters 
the “Golden Sixties” is that of oversupply. It has 
become almost ludicrous nowadays to speak of scar- 
cities with regard to almost every major mineral 
except in terms of temporary conditions. 

Such temporary conditions, however, can, by no 
means, be lightly dismissed as they are the key 
factors in analyzing the industry market structure 
at any given time. The old, classical supply-demand 
approach is still the basic tool in market analysis. 
Demand can often be estimated within reasonable 
limits; the temporary dislocating features in the 
supply function can, and too frequently do, create 
havoc with the most carefully constructed forecasts. 

This is particularly the case with the non-ferrous 
metals as they are among the most sensitive of 
all commodities to the fluctuations in the supply 
function. 


Copper, As a Case in Point, Will Do Very Well 


Since January 1, 1959 there have been no less 
than 11 major changes in the domestic producers 
price alone—each change reflecting the changing 
conditions in the supply picture. 
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The current year opened with copper at a firm 
33 cents a pound, reflecting the tight supply situa- 
tion that prevailed when Kennecott raised its price 
last November after the first major break in the 
strike. After almost 5 full months, the metal, in a 
rare display of price stability, is still quoted at that 
same price. But this level is no longer a firm one 
and really hasn’t been firm for some time. For veri- 
fication, we need only examine the movement of 
copper shares on the stock market during this 
period. 

In January, when fabricators began replenishing 
stocks after the worst industry strike outburst since 
the end of World War II, there appeared no reaso1 
at all to doubt the strength of the copper market. 
Copper — on the N.Y.S.E. at the beginning of 
the year, were selling at an average of only 14% 
below their previous year’s highs with many indi- 
vidual issues reaching their best price levels since 
the first quarter of 1959. By the end of February 
prices dropped an average of 20% and receded an 
additional 8% to current levels. 

> The earliest indication that something was 
amiss was hidden in the metal’s price quotations 
themselves. An increase of something less than 4 
cents a pound after a work stoppage which had cut 
off more than 1% of the nation’s normal annual 
copper output, was hardly reminiscent of previous 
years when, under similar circumstances, prices 
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Leading Non-Ferrous Metal Companies 


Earnings Per Share 








—Dividends Per Share 


Cash Earn. Current 
1957 1958 1959 PerShare 1957 1958 Annual Recent Div. Price Range 
1959 Div. + Prico Yield 1959-60 
Aluminium, Ltd. ................. ° $1.37 $ .74 $ .79 $2.34 $ .87 $ .75 $ .60 31 1.9% 39'8-27 
Aluminum Co. of America . 3.55 1.96 2.52 6.12 1.20 1.20 1.20 91 1.3 13534-77'8 
American Metal Climax ............. 1.95 1.27 2.15 2.88 1.20 1.20 1.20 22 5.4 34\2-21'8 
American Smelting & Refining ...... 3.94 2.53 1.74 4.34 3.00 1.50 1.00 43 2.3 5678-41'8 
nerican Zinc, Lead & Smelt. . 1.07 -%6 1.48 2.22 1.00 62 .50 15 3.3 19%e-14 
Anaconda Co. ........... oar 4.23 3.16 5.53 10.32 3.75 2.00 2.50 50 5.0 74-49" 
idgeport Brass Co. ....... 3.41 2.80 4.40 6.60 2.50 1.75 1.75 34 5.1 44'2-33'2 
slumet & Hecla . 1.25 1.31 2.27 ° .80 .80 1.20 22 5.4 27'2-18 
ST ianirnciieieclenieiistnisehielscieisieans 2.76 2.39 3.65 ‘ 1.60! 90! 1.00! 32 3.1 5034-29" 
onsolidated Mining & Smelting 1.13 86 90% . 1.60 1.00 80 18 4.4 23\4-17% 
CN seccuiiiacniresevninintnnnvinvens 1.15 1.38 1.28 . 1.00 50 50 17 2.9 337-16 
II SIU scinccnncconeinssscconves 2.13 1.04 2.29 3.74 1.10 1.10 1.20 23 5.2 29 -227% 
ranby Mining Co. Ltd. ............. 4.10 4.01 07 38 _ 6 10%*- 57% 
BI IE secirictasnisisseintenniaen 431 70 2.37 3.67 .20 2 19 27 -13% 
udson Bay Mining & Smelt. ..... 2.91 2.68 3.59 4.38 4.75 3.00 3.00 47 6.3 66 -46 
»spiration Consolidated .......... 3.15 1.87 5.07 6.78 3.25 1.50 2.50 34 7.3 5012-33 
ternational Nickel .................---- 5.90 2.72 5.84 6.83 3.75 2.60 3.00 105 28  111%4-86% 
Faiser Aluminum & Chemical ...... 1.59 1.43 1.17 4.45 .90 -90 90 46 1.9 65 -37 
Kennecott Copper .............<..000000+ 7.32 5.44 5.19 6.34 6.00 5.00 5.00 76 6.5 11734-76 
Magma Copper ............ 41.94 58 92.08 1.20 37 78 -35% 
\iami Copper .............-.. 3.84 1.97 5.40% . 4.00 1.25 3.00 72 4.1 73 -33% 
\ueller Brass Co. ......... 2.26 2.68 3.42 5.90 2.00 2.00 1.40 24 5.8 32 -23% 
lational Lead .............-. 4.64 3.65 4.30 5.45 3.25 3.25 3.25 97 3.3 132%-94 
lew Jersey Zinc ........... .63 4 1.77 3.52 1.37 .30 1.00 24 4.1 32 -23'2 
helps Dodge ...............- 4.48 3.75 3.41 4.09 4.30 3.00 3.00 46 6.5 70'2-43"2 
evere Copper & Brass 3.25 .94 3.77 5.16 2.10 1.25 1.25 48 2.6 54' 8-385 
eynolds Metals ............ ‘ 2.19 2.24 2.42 4.37 45 45! .50 62 & 717%-53 
hodesian Selection Trust . 17 05 09 ” 17 05 09 134 5.1 2M- 134 
De SII TINIE icpncstnnenversecrancieons 3.04 1.52 2.31 3.53 2.c0 1.00 1.00 29 3.4 3614-2758 
|. $. Smelt. Ref. & Mining ......... d1.58 93.41 41.02 3.84 50! 31 38\4-26% 
Based on latest dividend rates. * Not available at time of going to press. 1__pPlys stock. S_ Sestnetad 
d_—Deficit. > Paid 3% stock 
Aluminium Ltd.: Hampered by lack of fabricating capacity, but may be Industries and Kennecott retain large shore interests 
Increased demand for aluminum to Kennecott Copper: Largest copper producer in world with important 


srepared to expand such facilities 
elp earnings. 
Alcoa: Largest aluminum producer in the world Expansion of facilities 
teadily increasing. Profits should be up moderately. Justice Department 
sntesting Rome Cable acquisition. A2 

American Metal Climax: Molybdenum sales on uptrend, but i 
ut in copper price may reduce dividend income from Rhodesian mines 
below 1959 second half receipts. Despite this, year to year net should 
ncrease. 

American Smelting & Refining: World's leading custom mM 
concentrating on expanding its facilities. Revenues from new for limita 
tions caused by import quotas. 

American Zinc, Lead & Smelting: Will be a major beneficiary of pos 
sible zine price increase. A leading custom smelter, the company is now 
increasing mining copacity. BT 

Anaconda: Well diversified integrated producer. Displays aggressive ap 
proach to mining operations and has developed important source of 
income from uranium and aluminum production. B82 

Cerro de Pasco: Peru's largest producer of non-ferrous metals. — 
acquisition of fabricating facilities in the U.S. have stabilized income, 
now derived 50.50 from both sources. B2 

Consol. Mining & Smelting: Largest smelter in Canada os well as owner 
of huge Sullivan mine in British Columbia. Adversely affected by U.S 
quotas on lead and zinc imports. 82 

Copper Range: White Pine mine will aid earnings during periods of high 
copper prices. Investment income has stabilizing effect on revenue. Tax 
credits from rapid amortization expire this month. C3 

Eagle Picher: Diversification moves enhanced earnings potential 
than half of company’s sales and profits now derived from manufac- 
turing divisions. B2 

Granby Mining: Canadian copper producer with limited reserves. Com- 
pany and Newmont Mining are jointly developing Granduc Mines, a 
copper property in British Columbia. 

Howe Sound: Company has diversified into manufacturing, which now 
contributes 80% of profits. C2 

Hudson Bay Mining: Well established Canadian copper-zinc producer with 
large cash resources. New mining properties add to earnings potential 
and feature 3 year tax exemption. B82 

Inspiration Copper: Christmas Mine improves reserve position and earn 


possible 


now 


smelter, 


Recent 


More 


ings potential. Higher labor costs and development expenses at new 
mine are limiting factors. 82 
International Nickel: World’s largest nickel producer and third largest 


North American copper producer. New major nickel mine to come into 
production this year. A2 
Kaiser Aluminum: Third largest factor in U.S. aluminum industry. Kaiser 





RATINGS: A—Best grade. 
B—Good grade. 
C—-Speculative. 
D—Unattractive. 


molybdenum and gold interests. Very strong financial condition. Al 
Magma Copper: Strong earning rebound indicated from depressed 1959 
results. Operating improvements ‘continuing in Sen Manuel mine. Cash 
dividend payments restricted by terms of government loans. C2 
New Jersey Zinc: Largest domestic manufacturer of zinc products 
creasing mining capacity and diversifying into other mineral creas. 82 
Phelps Dodge: Second largest domestic producer of copper with low 
cost properties in Arizona. Has 16% interest in Southern Peru Copper 
Dividend somewhat vulnerable. A2 


Reynolds Metals: Major integrated aluminum producer. Control of British 


In 


Aluminum improves foreign position. 82 

St. Joseph Lead: Largest U.S. lead and important zinc producer. Has 
interest with Bethlehem Steel in iron mine and important lead-zinc 
mine in Argenina. B82 


Bridgeport Brass: Mainly a manufacturer of copper based products, the 
company has commenced an important expansion program primarily in 


aluminum fabrication. Large interests are held in a major Canadian 
fabricator and in an integrated producer of titanium and zirconium 
products. B2 

Calumet & Hecla: The company’s principal business is copper fabri 


lumbering, mag- 
and synthetic 


activities include uranium mining, 
the production of flexible metal 


cating, but other 
nesium production and 
hose products. Earnings are in uptrend. B2 

Miami Copper: Limited ore reserves have characterized operations for 
some time. Large cash resources and valuable investment portfolio are 
important features. Company planning to sell operating assets to Ten 
nessee Corporation. B3 

Mueller Brass: A medium sized copper fabricator in the midwestern 
area of the United States, company has expanded into aluminum fabri- 
cation. Stock has high degree of leverage. B2 

National Lead: The largest producer of lead products in the world 
Important diecaster via the Dohler-Jarvis division, which recently an- 
nounced the successful diecast of a six cylinder aluminum engine block 
The company is a leading factor in the paint industry. 

Revere Copper & Brass: A major non-ferrous metal fabricator, controlled 
by American Smelting & Refining. Integrated operations maintained in 
aluminum industry via Ormet Corporation, on affiliate jointly owned 
with Olin Mathieson. B82 

Rhodesian Selection Trust: A holding company controlled by American 


Metal Climax, which has major interests in two high-grade copper 
mines in northern Rhodesia. B2 
U. S. Smelting, Refining & Mining: A leading producer and custom 


smelter of lead, zinc and silver, company entered oi] and gas operations 
in recent years. Has large investment in a Canadian oil and gas company 
and in a leading U. S. coal Company. C3 





1—Improved earnings trend. 
2-—-Sustained earnings trend. 
3—_Lower earnings trend. 
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soared to fantastic heights. It was especially suspect 
if one realized that this relatively small price in- 
crease was posted against a background of intense 
business activity. 

® One reason for it was the reluctance on the part 
of the producers themselves to create runaway 
prices for fear of loss of markets to competitive 
metals. The memory of the 1955-6 situation, when 
50 cent copper prices drove consumers to aluminum 
was still very fresh in the minds of the big pro- 
ducers. An additional fear was the possibility of 
government scales of stockpiled copper, the threat 
of which in April, touched off a minor price decline 
both in this country and abroad. 

> Another reason, and perhaps the more significant 
one, was the relative ease with which foreign pro- 
ducers were able to fill the gap created by the U.S. 
strike curtailment. Domestic fabricators bought all 
the copper they needed abroad, and all of them, with 
the exception of a few plants that were struck, con- 
tinued to operate. Fabricators’ costs, however, were 
increased significantly because contracts based on 
domestic producer prices could not be honored and 
purchases were made on the spot market with prices 
as high as 40 cents a pound being quoted by mer- 
chants and foreign suppliers. 

Nevertheless, compared with the producers, fabri- 
cators turned in, by far, the better performance 
during 1959. During the second half of that year, 
earnings by the major producers and custom smelt- 
ers, declined an average of close to 70% from their 
first half results. 

This compares with an average decline of only 
11% posted by the major fabricators over the 
same time period. The effects of the uninterrupted 
operations on the part of the fabricators during the 
strike are also clearly evident in the earning re- 
ports of the integrated companies and helps explain 
Kennecott’s (least integrated of the major pro- 
ducers) poor showing which led to the dividend cut. 


World Supply Far Outstrips Demand 

The ability of foreign suppliers to fill U.S. require- 
ments is explained easily enough. The free world 
mining capabilities have been outstripping demand 
by increasing margins for some time. Total refined 
copper stocks in the hands of foreign and domestic 
producers as well as domestic fabricators on Jan- 
uary 1st of this year declined only slightly from the 
1959 levels—707,763 tons vs. 708,902 tons—despite 
the huge loss created by the strikes. Granted that 
1958 was marked by production cut-backs and strike 
conditions in Rhodesia and at International Nickel, 
but the comparative statistical position was still 
portentous. Bear in mind too, that Anaconda’s sen- 
sational 100,000 ton per year El Salvador mine had 
not yet reached full production nor had Southern 
Peru Copper’s 140,000 ton Toquepala property be- 
gun to ship concentrates. Both will occur this year. 

The free world productive capacity which in 1959 
totaled 3.7 million tons could well exceed 4 million 
tons by the end of this year as opposed to total free 
world demand of just over 3 milion tons in 1959. 
Barring a prolonged labor dispute, copper price 
stability can probably only be maintained through 
voluntary curtailment of production—a method 
fraught with legal and political difficulties. 
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Comprehensive Statistics Comparing | the Po 
Alumina, — 
Figures are in million dollars Aluminium Co. of Metal 
except where otherwise stated. Ltd. America Climax 
— —EEE _— 
CAPITALIZATION: 
Long Term Debt (Stated Value) ...................... $ 578.2 $ 462, $ 105 
Preferred Stock (Stated Value) ....................... $ 70,5! $ 60 $ 72 
No. of Common Shares Outstanding (000) .. 30,357 210m 1¢,180 
I $ 787.6 $ 5°33 $ 71.9 
SEE ee ee $ 297.1 $ 646.0 $ 126.7 
INCOME ACCOUNT: Fiscal Year Ended ........ 12/31/59 12/31/59) 12/31/5! 
Rel A ae $ 448.6 $ B84) § 658.5 
Deprec., Depletion, Amort., etc. ............0..000000. $ 47.0 $ 7308 ¢$ 10.0 
ELLE $ 13.1 $ 3508 6 15.5 
REE $ 25.0 0 7.0 $ 4 
Bal I a $ 24.0 $ 53. $ 305 
EE Ue 15.4% 1.7% 44 
I aia taneaeclsabin 5.3% 5.4% 4.6' 
Percent Earned on Invested Capital ............... 5.5% 7.6% 14.9 
Earned Per Common Share ....................00000000 $ 79 $ 52 6 Si 
Cash Earnings Per Share ....0...........ccccccccccees $ 2.34 $ 12 $ 62.8 
BALANCE SHEET: Fiscal Year Ended .............. 12/31/59 12/31 59} 12/31/5' 
Cash and Marketable Securities ..................... $ 75.2 $ 6.4 $ 47.9 
I lc cacaccansinnisehiariniesniemnionnh $ 90.8 $ 11.9 $ 346 
Inventories, Net ..... $ 155.5 $ 22-.0 $ 69.8 
Current Assets ........... $ 321.5 $ 408.6 $ 57.8 
Current Liabilities $ 100.7 $ 89.3 $ 549 
Working Capital $ 220.8 $ 31°3 $ 02.9 
TS eS 8 renee 3.2 45 2.8 
Fixed Assets, Net ..........0..-00ccc000 $ 949.2 $ 817.9 $ 82.3 
I a ad $1,317.2 $1,35C.3 $ 7285.0 
Cash Assets Per Share ................... —_ 2.48 $ 2. $ 3.3 
Inventories as Percent of Sales 34.7% 26.0% 10.4 
Inventories as % of Current Assets ................ 48.3% 54.% 442 
*—Statistics on other leading comp have not been included 1_ Subs 
b result bal sheet figures have not been released yet. 
Fabricators did not find it necessary to frantically furthe 
step up their buying during the strike and have would 
even less reason to do so now. While copper supply torica 
remains fairly tight, due to start-up delays and eye OI 
facility repairs necessitated by the prolonged shut- on th 
down, plenty of foreign metal is readily available. while 
Furthermore, the recent copper statistics were not also t: 
nearly as favorable as many originally thought. As Neve! 
several astute market observers had suspected, the their 
increase in producer shipments during February believ 
almost completely ended up in fabricators’ inven- toa ¢ 
tories. Thus while February deliveries from pro- 
ducers and smelters were up 9,000 tons over Jan- 
uary, fabricators’ refined stocks were up 8,480 tons Zin 
over the same period, erour 
While it is no secret that demand has not kept lowes 
pace with earlier expectations and that fabricators doubt 
are facing stiffening competition from imports o/ Prim 
copper products fabricated abroad, the situation still strike 
has some bright linings. The electrical and com- shipn 
munication industry is expected to absorb whatever secon 
surplus may develop in wire mill demand as a result 1955. 
of a drop in home construction, and brass mills, other 
which have thus far fared the worst of the two veek 
fabricating groups, expect a sharp lift in sales in of th 
April with the stepping up of outside construction ratio: 
activity. Sin 
How much longer the present 33¢ price can be in 
maintained is uncertain. Custem smelters reported prove 
little business at 35¢ quotations and recently cut until 
prices 2¢ a pound, reinforcing the view that a poun 
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the Position of Leading Non-Ferrous Metals Companies * 


American American Kaiser 
Metal Smelting Anaconda International Aluminum 
Climax & Refining Co. Nickel & Chem. 
$ 10.5 — $ 859 $ 310.3 
S $ 50.0 _- -- $ 104.9 
1<,180 5,446 10,714 14,592 15,012 
$ 71.9 $ 173.3 $ 621.6 $ 61.3 $ 420.3 
$ 126.7 $ 184.9 $ 380.0 $ 422.5 $ 190.7 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 
$ 658.5 $ 390.3 $ 632.7 $ 457.7 $ 435.5 
$ 0.0 $ 106 $ 51.3 $ 146 $ 445 
6 155 $ 5.5 $ 50.6 $ 468 $ 144 
$ 4 -- $ 3.7 - $ 13.1 
$ 30.5 $ 9.4 $ 592 $ 85.1 $ 17.8 
4.9% 3.0% 17.2% 30.6% 12.4% 
4.6% 3.2% 9.3% 18.6% 5.1% 
14.9% 3.6% 6.4% 17.5% 7.4% 
$ 2.35 $ 1.74 $ 5.53 $ 5.84 $ 1.17 
$ 2.88 $ 4.34 $ 10.32 $ 6.83 $ 4.45 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 
$ 47.9 $ 18.4 $ 48.2 $ 126.7 $ 212 
$ 346 $ 278 $ 52.0 $ 545 $ 80.5 
$ 69.8 $ 139.2 $ 152.5 $ 138.4 $ 106.5 
$ 57.8 $ 203.0 $ 255.4 $ 319.6 $ 211.2 
$ 549 $ 68.6 $ 596 $ 79.2 $ 99.0 
$ 02.9 $ 134.4 $ 195.8 $ 240.4 $ 1122 
2.8 2.9 4.3 40 2.1 
$ 82.3 $ 144.1 $ 722.1 $ 306.1 $ 565.9 
$ 285.0 $ 443.8 $1,080.2 $ 634.4 $ 785.9 
$ 3.39 $ 3.38 $ 4.51 $ 8.68 $ 1.41 
10.4% 35.6% 24.1% 30.2% 24.4% 
44.2% 68.6% 59.9% 43.3% 50.4% 


Subsidiary preferred stock. 


Revere 
Kennecott National Phelps Copper Reynolds 
Copper lead Dodge & Brass Metals 
$ 70 $ - $ $ 176 $ 382.1 
= $ 346 $ — $ $ 89.8 
11,053 11,691 10,142 2,669 16,920 
$ 81.8 $ 93.1 $ 126.7 $ 62.9 $ 194.2 
$ 681.1 $ 202.5 $ 254.4 $ 52.2 $ 219.3 
| 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 
$ 437.2 $ 530.5 $ 285.5 $ 245.7 $ 489.2 
$ 12.4 $ 11.2 $ 7.9 $ 37 $ 29.1 
$ 63.2 $ 48.7 $ 20.1 $ 11.2 $ 30.1 
$ 33 $ - $ — s $ 17.9 
$ 573 $ 50.2 $ 33.4 $ 10.0 $ 407 
26.8% 17.3% 17.3% 8.6% 15.3% | 
13.1% 9.8% 11.7% 4.9% 9.1% 
7.5% 18.0% 8.7% 10.3% 10.8% 
$ 519 $ 430 $ 341 $ 3.77 $ 242 | 
$ 634 $ 5.45 $ 409 $ 5.16 $ 4.37 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 
$ 110.1 $ 43.9 $ 115.4 $ 118 $ 618 
S$ ws $ 55.6 $ 23.6 $ 20.8 $ 87.9 
$ 45.9 $ 105.7 $ 58.7 $ 42.5 $ 122.6 
$ 265.3 $ 205.3 $ 199.9 $ 764 $ 273.9 
$ 368 $ 66.6 $ 358 $ 20.8 $ 66.1 
$ 228.5 $ 138.7 $ 164.1 $ 55.46 $ 207.8 
7.1 3.1 5.6 3.8 4.1 
$ 397.2 $ 126.2 $ 146.8 $ 35.0 $ 566.9 
$ 802.8 $ 380.5 $ 417.0 $ 135.9 $ 931.3 | 
$ 1001 $ 3.75 $ 11.43 $ 407 $365 | 
10.5% 20.0% 20.5% 17.3% 25.0% | 
17.3% 51.5% 29.3% 55.8% 44.7% 





























further price cut by the smelters is probable. which 
would likely be followed by the producers, if his- 
torical relationships continue. Fabricators, with one 
eye on the African political situation and the other 
on their order books are quietly biding their time 
while the stock market, as previously indicated, is 
also taking a rather dim view of the price situation. 
Nevertheless, with copper shares selling close to 
their 1959-60 lows, there is ample justification to 
believe that the price cut factor has been discounted 
to a considerable degree. 


High Optimism For Zinc 


Zinc is one of the brighter lights in the non-ferrous 
group. The year opened with stocks of the metal at 
lowest levels in 3 years and they would have un- 
doubtedly been lower had not the consumption of 
Prime Western declined almost 5% due to the steel 
strike. Despite the strike, however, total slab zinc 
shipments to domestic consumers during 1959, was 
second only to the record 1 million ton shipment in 
1955. By February of this year, stocks declined an- 
other 10,000 tons to 144,000 tons—less than a six 
week supply at prevailing shipment rates—in spite 
of the increased production as a result of the reacti- 
vation of Anaconda’s reduction plant in Montana. 

Since the second half of 1958, zinc prices began 
in upward trend in line with the industry’s im- 
proved statistical condition. For more than a year, 
until July 1958, Prime Western sold at 10¢ a 
pound, the lowest price, except for a minor dip early 
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in 1954, in nearly a decade. By early 1959, the price 
was raised to 11¢, advanced another cent in Sep- 
tember, and reached 13¢ by October. This price im- 
provement is more notable in light of the decline 
in government stockpile purchases from 179,000 
tons in 1957 to only 3,000 tons last year. Exports 
too remained an insignificant account in the ship- 
ment pattern. What did help of course, were the 
import quotas and the voluntary cut-backs in zinc 
production by the (Please turn to page 167) 











Leading Non-Ferrous Fabricators and 
Their Parent Companies 


Percentage 
Parent Fabricating Control 
Company Subsidiaries Owned By 
Parent Co. 
Aluminium, Ltd. ..........00.0...... Apex Smelting Co. ................. 1 
Aluminum Co. of Amer. ...... Bete CEES Ce. ccccceccccscscccescese 100% 


Amer. Smelting & Refining . Large stock interest in Revere 








Copper & Brass, Inc. ........ 35 
Large stock interest in 
General Cable Corp. ..... 35 
Anaconda Co. ..........:.0020000 American Brass Co. .............. 100 
Anaconda Wire & Cable Co. 71 
Cerro de Pasco Corp. ........... Circle Wire & Cable Corp, .... 100 
Rockbestos Products Corp. ... 99 
Kennecott Copper ................ Chase Brees Co. .....ccccccessees 100 
a 100 
Phelps Dodge ........................ Phelps Dodge Copper Prod. Co. 100 
12/11/1960, stockholders of Apex approved merger into 
Aluminium, Ltd. 
151 








weee7 T7777 
Tj 
"2, 


MAME bs 





SAE 

















PLASTICS COME OF AGE 
—Can The Boom Be Sustained? 


By R. C. ERLINGSEN 


> Cost factor — mass market for low-priced products 
— multitudinous uses — new avenues for quality 


plastics 


& Companies with growing divisions — can foreign 
competition slow down pace of expansion? 


HE viability of plastics has surprised even the 

most astute followers of the chemical industry, 
long-accustomed to rapid growth. Last year proved 
no exception to an unbroken uptrend in plastics pro- 
duction as output soared 26% to nearly 5.9 billion 
pounds. The growth in evidence during the last 
several years gathered so much momentum that 
1959 production marked roughly a doubling of the 
1954 level. The question is now quite naturally — 
what lies ahead? 

So that the reader will be more familiar with 
the loosely-defined plastics “industry” examined 
here, a quick orientation is in order. Plastics can 
most simply be defined as organic materials capable 
of being shaped by the application of heat or pres- 
sure or both, to give tough, non-crystalline substan- 
ces at normal temperatures. Broadly speaking, they 
fall into two categories: thermosetting, which 
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harden permanently and cannot be reworked, and 
thermoplastic, which harden upon cooling, but can 
be remelted and reworked. 

The basic plastic materials, known as resins, are 
synthesized from various raw materials such as oil, 
coal tar, and wood pulp. After being polymerized, 
or formed into long-chain molecules, the resins are 
combined with other chemicals such as plasticizers, 
stabilizers, fillers, and colorants to obtain the de- 
sired properties. 

A Broadly Based Industry 

Since plastics encompass a wide range of raw 
materials, additives, and stages of production, the 
companies dependent to a greater or lesser extent 
on their success cover a fairly wide range of in- 
dustries. Many oil companies, notably Phillips and 
Shell, have entered the field, up-grading some of 
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their by-products into plastic materials. Several 
rubber companies are also in the field. Chemical 
companies are intimately involved, and are the most 
jmportant makers and sellers of the products. 
Moreover, plastics have come to represent a major 
par of the total business of many chemical com- 
panies, as Table I reveals. 
The Uses are Legion — Costs Low 
ie extent to which plastics have invaded the 
hit! erto exclusive markets of conventional materials 
suc: as metals, paper, glass, and wood can be seen 
on every hand. Telephones, radio cabinets, refrige- 
rater compartments, containers, packaging films, 
wa hable paints, appliance housings, and garden 
hos *s are just some of hundreds of every-day appli- 
eat ons. Table II indicates some of the major 
inc istries which use plastics. 
‘*he expanding use of plastics is due not only to 
the r adaptability tc every-day 


polyethylene, one of the polyolefins, or oil-based 
plastics, lies in the fact that its resins can be of 
various densities, thus imparting a variety of pro- 
perties to the final product. While not the cheapest 
of plastics, it is among the less expensive, after a 
series of price cuts from the 48 cent per-pound level 
of 1951. 

Consumers are most familiar with polyethylene 
through squeeze bottles. By far the dominant 
market, though, is film and sheeting, which accounts 
for roughly a third of total use. Many important 
packaging applications still remain untapped, and 
they appear to offer significant potentials for the 
future. Among these are bread wraping and bakery 
packaging where polyethylene film has only begun 
to capture part of the market. National Distillers & 
Chemical Corp. has done pioneering work in this area 
and hopes to lead other polyethylene film makers 
in the bread wraping field. Cigarette package wrap- 
another 





use. but also their price ad- 
val tage over alternative prod- 
ucts. These factors, combined |} cto 


wiih light weight and great |} Company 
du gn ee ee plastics Reichold Chem. 
ideil products for mass con- otenn i Ghee 


sumption. Although only a few 
yerrs ago many plastics were 
co) sidered to be cheap in qual- 
itv. intensive research and de- 
velopment have produced prod- 
ucts fully capable of giving 
yeirs of service. Production 
techniques have progressed, 


Spencer Chem. 
Dow Chemical 
Monsanto 
Union Carbide 
Hooker Chem. 
Celanese 
Koppers 
Diamond Alkoli 








TABLE | 
Plastics as Percentage of Total Sales 


pers provide major 

potential market for polyethy]- 

ene film. Here Eastman Kodak, 

which recently demonstrated a 

% Plastics new film it has developed for 

71% this purpose at the National 

67 Packaging Shown in Atlantic 

38 City, hopes to be the first to 

35 tap this cigarette market. 

28 lable it provides a perspec- 

22 tive of the past and potential 

20 growth in various packaging 
18 fields. 

17 The over-all growth outlook 

11 for polyethylene appears very 

neemneees a! 42ood, but important foreign 








and, with experience, produ- 
ces’ formulations, tailored to 
meet specific objectives, have improved greatly. 

\ fine example of this quality up-grading can be 
found in the manufacture of fiberglass (reinforced 
plastics) boat hulls. Previously, boats so constructed 
were generally unreliable, with weak spots likely to 
develop anywhere and at anytime. Today, reinforced 
plastics consistently are of uniform quality and en- 
sure years of trouble-free service. So rapid has 
been this development that boat builders are now 
turning out high-priced sailing craft running up 
to 40 feet and more. 

Furthermore, a shift to plastics in the mass pro- 
duction of conventional containers formerly made in 
the form of metal cans and glass bottles has been 
underway. This shift is accelerating as a result of 
the adoption of new techniques for blow-molding 
plastic materials, such as polyethylene, in the shape 
of containers. Similarly, it may not to be too long 
before multiwall bag users find it both desirable 
and economic to -shift. With improved formula- 
tions and molding capabilities, many machined 
metal items can now be molded to close tolerance 
out of tough, completely satisfactory, less expensive 
plastics. 


Major Product Groups 


A look as to what may lie ahead for the plastics 
ndustry would not be complete without an exami- 
iation of each of the major plastics materials. 

Polyethylene had the distinction last year of be- 
‘oming the first billion pound plastic — one year 
ihead of most forecasts. The greatest advantage of 
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markets may be lost in the 
future to domestic polyethylene makers. Since 1955, 
polyethylene exports have increased over 350°, but 
foreign capacity is now expanding rapidly and fut- 
ure gains are likely to be more limited. However, 
it is generally conceded in the industry that other 
large volume markets will open up at home and 
offset anv slackening in the growth in the foreign 
market. The major companies which will benefit 
from the future exnansion in polyethylene are Union 
Carbide, which is the largest producer, and National 
Distillers & Chemical Corp., which will be the second 
largest manufacturer as soon as new capacity is 
completed this year. Other important producers are 
du Pont, Monsanto, and Eastman Kodak. 
Polypropylene is a new polyolefin, and for this 
reason, it is not included in the main table. Its pro- 
perties are high melting point and tensile strength, 
resistance to chemicals, and ligbt weight. It is ex- 
pected that it will be competitive with most existing 
plastics and more sanguine observers point ‘toward 
a billion-pound market in the not too distant future. 
It is currently being produced at only a 30-50 
million pound annual rate, with Hercules Powder the 
first and largest U.S. factor. However, Humble Oil 
and AviSun (jointly owned by American Viscose and 
Sun Oil) are expanding capacity rapidly and Dow 
has announced plans for two large West Coast 
plants. By 1962-63. there could be as much as 500 
million pounds available. So far, its favorable char- 
acteristics have already opened up several markets. 
While it is still too early to tell, polypropylene truly 
appears to be a major plastics advance and it should 
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TABLE II 
Products Using Plastics in Large Quantities 


(Unit Sales in thousands) 

1953 1958 
1,045 1,600 
2,778 3,295 
7,216 5,140 
3,650 3,117 
13,369 11,200 
3,400 3,668 
6,117 4,257 
1,206 877 
1,200 1,209 


Source: Modern Plastics, January, 1960. 





1959Est. 


1,210 
3,500 
5,850 
3,476 
13,350 
3,800 
5,520 
1,110 
1,385 


Products| 


Air Conditioners 
Vacuum Cleaners 


Refrigerators 


Washing Machines 
Automobiles 

Trucks & Buses 
Dwellings (Non-farm) .. 


provide formidable competition to existing plastics 
and conventional materials. Styrenes were the sec- 
ond largest group in terms of 1959 usage, as nearly 
900 million pounds were consumed. Frequent re- 
ductions brought general-purpose polystyrene down 
about one third in price to 2114 cents per pound 
and high-impact to 2814 cents, thereby resulting 
in constantly widening applications. 

Polystyrene’s major end use has been in refrigera- 
tors, this market having taken an estimated 100 
million pounds last year. The small appliance field 
also is a large user for radio and motorized appli- 
ance housings. This plastic has held its market, 
as a result of impact strength, ease of molding, 
colorability, and glossy appearance, along with a 
competitive price. Dow and Monsanto are by far the 
most important companies in the field. 

Vinyls, after several years of only modest growth, 
registered a 29% increase in 1959. A 614 cent per 
pound price cut in 1958 was instrumental in attract- 
ing new users last year and more may be lined up 
in 1960, since it usually takes a year or more for 
price reductions to become fully effective in volume 
markets. The greatest pains were recorded by floor 
coverings and molding uses. Vinyls (of which poly- 
vinyl chloride, PVC, accounts for roughly 75%) 
are highly adaptable in that they can be rigid or 
flexible, transparent or opaque, have good chemical 
resistance, are scuff-proof, and take colors easily. 
Accordingly, they have been widely accepted by 
floor-covering manufacturers. Last year, 157 mil- 
lion pounds went into floor coverings compared with 
only 10-15 million as recently as 1950. 

Phenolics are the oldest of the synthetic resins, 
commercial production dating back to 1911. Like 
the vinyls, they staged a remarkable recovery in 
1959, gaining about 23% .Except for poor color 
stability, phenolics have excellent properties; they 
are also the least expensive of all major plastics. 

Urea and melamines are nitrogen- 


ous based, thermo-setting plastics 
which are odorless, tasteless, and 


non-toxic with good heat, weather, 
chemical, and electrical] resistance. 
Bonding and adhesive applications 
are the major uses, but melamine is 
probably best known in the form of 
plastic dinnerware. Urea’s fairly 
limited area of molded product use 
has retarded its growth compared to 
melamine which has thrived on din- 
nerware. 


Type 


Polyolefins | 


Others 





Cellophane ........ 


Saran, Cryovac 


and an acid, the alkyds being modified by oil. 
Alkyds have grown rapidly as an ingredient in 
paints, and have also had increasing usage as a 
molding material, primarily for electrical equip- 
ment parts. 

Polyesters are best known for their use in gla:s- 
reinforced plastics. They have a high strengt 
weight ratio and can be molded under little or 10 
pressure at room temperatures. Accordingly, they 
are widely used in large products such as auto bod 2s | 
and boat hulls, the latter representing an area 9f | 
dynamic growth potential. 

Cellulosics, the oldest plastics, are derived fren | 
raw materials like cotton linterns and wood pulp. 
Except for a 15% gain in 1959, the past five yeas’ 
use pattern has been relatively flat. Cellulosics ave 
tough, and have good electrical properties, but on y 
fair heat resistance. Last year, 67% went ino 
molding and extruding of toys, combs, steerirg 
wheels, electrical parts and other items. 

Also deserving of mention are some smaller vc!- 
ume, specialty plastics. 

The acrylics have excellent optical properties. f 
the price of methacrylate were reduced from i's 
present 55 cent per pound level,it could develop into 
a large volume item. Currently it is used primarily 
in automotive lenses, dials, and medallions. In- 
plex, Rohm & Haas’ high impact methacrylate, has | 
had good acceptance where toughness, surface glos:, 
and stain and heat resistance are prime requisites. 
Nylon appears in plastic as well as fiber form, al- 
though total capacity is estimated at only 40 mil- 
lion pounds. Its greatest use is for gears and bush- 
ings where a self lubricating feature is desirable. 
du Pont, the major Nylon producer, has also intro. 
duced a promising plastic, Delrin. It is claimed tha 
it can replace metals for many applications, as it has 
characteristics of hardness, durability, high hea‘ 
resistance, moldability, etc. Its current high price 
(95 cents per pound) prevents volume use, but in 
dustry observers feel the price can be reduced to a 
level where the product’s properties will result in 
wide use. They base their opinion on the low cost 
of formaldehyde, the basic raw material. Delrin 
is now being used as replacement for zinc die-cast 
items, aluminum, and brass. Automobile molded 
instrument clusters and fishing reels are two instan- 
ces where it has been successfully used. 


ye 





The Future — Partly Bright, Partly Cloudy 


Three seems little doubt that overall plastics 
use will continue to increase at a rapid pace. Much 
has just been said about the individual groups and 


TABLE III 
Film Packaging Market 


(Millions of pounds) 


1959 1960 1961 1962 


398 415 497 441 454 
145 175 198 276 326 
9 10 12 15 17 
12 14 15 17 19 
26 28 35 39 
590 642 784 


1957 1958 
467 
396 
19 
20 
42 
944 





Polyesters and alkyd resins are pro- 
duced by the action of an alcohol 
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1__Essentially polyethylene. 
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Ne —— — —— 
Major Plastic Materials 
Polyviny! 
Chloride Urea 
Polythylene & Phenolics and Polyesters Other 
Copolymers Styrenes Melamines Alkyds Cellulosics Totals 
CONSUMPTION (Million Lbs.) 
ES 514 568 603 499 311 69 136 3,800 
Pe UI ccncesvecccone 1,080 828 890 603 384 585 140 152 1,075 5,437 
1959 USES 
ee 320 173 40 
Molding and/or Extrusion. ................ 208 290 665 218 95 102 
Protective Coatings .....................ccc008. 50 31 130 57 29 
III sncinccchiesensnesinonctnsinsincsnes 157 
Fabric & Paper Treatment .............. ; 80 68 
Bonding, Adhesive & Laminating ..... 300 159 
SSE IIS I ee ee ; 380! 
| TIN siesiiconasaibasblanescisiuabsesicahteicieiiabiinies 502 97 95 28 33 205 140 10 
| EADING PRODUCERS OF MAJOR PLASTICS 
| BE III iescntasininnexceinneenscsnen x x x x 7 x 
American Cyanamiid .......................... x x 
| Archer Daniels Midland ..................... x x 
Celanese Corp. of America ........... x x x 
Eee x 
Dow Chemical ................. pinibenbinsaiace x x x 
2 EE ; x x 
| EE erone x x 
EE Ti TE I  sincienindndlisiiocnsnabiinaions x 
| General Electric ................. biaiomaeds x + 
} General Tire & Rubber ..................... x 
| Cee x 
acai iecetlinaiibinaiiiainn x 
Tne : x 
Hooker Chemical ..... x x 
Interchemical Corp. ................00000+ x 
III TIED scniinineianernviunnenavensinoonaneniis x x x 
Monsanto Chemicol ........ iaiiasia x x x - x 
National Distillers & Chemical . x 
Pittsburgh Plate Glass ................. x a 
Reichhold Chemicals ; x x x x 
| BE Th GID seciscccessncnneccconcneoses ; x x 
Shell Oil ........... satan x 
Spencer Chemical . a x 
Union Carbide .. » x - x 
| U. S. Rubber x 
mn - 
!__Estimated 1958 usage. 
| X—Indicates that company produces this type of plastic. 
5 —— ~ 














how, collectively, they have penetrated many markets 
of traditional materials. The question is not one 
of future growth in toto, but where it will occur 
and which plastics will succeed in staving off the 
competitive thrusts of other plastic materials. Only 
time can furnish the full answer to the latter part 
of this puzzle, as there are many intertwined factors 
determining the acceptability of one plastic over 
another. A more interesting point to ponder is 
plastics’ competitive stature in relation to other ma- 
terials. 

The genius of chemical and oil research is de- 
voted to constantly improving the quality, reliability, 
and adaptability of plastics. Certainly, end-product 
manufacturers are satisfied with plastics, as evi- 
denced by their ever-broadening acceptance. The 
key to the future rests largely on the price. It 
would appear that sizeable price reductions, through 
technical advances and the economies of volume 
yroduction, are more likely to be witnessed in plas- 
ics than in the more mature industries with which 
hey compete. Construction, packaging, furniture, 
:nd household products present vast potentials to 
plastics. A few of the important “breakthroughs” 
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of 1959 hint that the future is promising; molded 
polyethylene luggage, phenolic-molded automatic 
transmission parts, reinforced plastic outboard mo- 
tor housings, competitively-priced polyethylene de- 
tergent bottles, and a plastic valve in traditionally 
all brass faucets. 

In the past, many predictions for future plastics 
volume have proved to be somewhat conservative. 
The current outlook, over a 5 to 10 year period, 
favors substantial growth. 


Competitive Threats 


The cross-currents of internecine warfare be- 
tween major plastics are ever present, and in time, 
foreign competition may be a threat. Several ma- 
jor U.S. industries are familiar with the inroads 
that foreign competition can make. Plastics have 
reached their present stature only after much trial 
and error on the part of all parties concerned. This 
includes foreign producers, who will have to pro- 
gress through this stage before they can offer seri- 
ous competition in U.S. markets. The domestic in- 
dustry has a substantial headstart in technology 
and its prospects appear promising. END 
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MACHINERY 
’ & MACHINE TOOLS 
in Slow Comeback 


—The individual companies — their 
position and outlook | 


By EDWIN CAREY 


HE official forecast by the SEC and Department 
72 Commerce that capital spending in 1960 will | 
amount to an all-time record of over $37 billion (see 
our March 26th issue for discussion) seems to us to 
be on the optimistic side, 

For one thing, while new orders showed modest | 
gains last month, they are running well below ship- 
ments, which means reduction in order backlogs, 
and if this persists it will parallel conditions pre- 
vailing in 1957, before the business set-back. And 
this picture may cause some companies to take a 
second look at capital spending plans. 

However, past Commerce Department and SEC 
predictions have been reasonably accurate, and if 
such is the case now, certain capital goods suppliers 
will be well off indeed. The fact that the increased 
spending will be largely in the area of machinery 
and equipment rather than bricks and mortar might 
spell a return to high level conditions for selected 
machinery producers. 

However, before such adjectives are safely ap- 
plied to the 1960 outlook or translated into the pur- 
chase of machinery stocks a cautious inquiry intc 
specific industries and companies seems important, 
for the overall capital spending figure of $37 billion 
conceals more than it reveals, although the expected 
increase is substantial from last years $32.5 billion. 
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American Machine & Foundry: Net per share should improve in 1960 
over $2.52 reported for 1959. BI 

Babcock & Wilcox: Additions to electric generating capacity favor trend 
of new orders for boilers. Al 

Blaw-Knox: Year-end backlog at $148 million 
1959) points to good volume and earnings. 

Bliss (E. W.): Acquisition of Gamewell helping. Demand for large presses 
look better. B2 
Brunswick-Balke: 
in volume. B81 
Bucyrus Erie: 

Clark Equipment: Profitable operations of new Brown Trailer Division 
and expansion of earth-moving equipment enhance longer term outlook 


versus $98 million end of 


Year-end backlog up 33%, pointing to continued rise 


Further improvement in efficiency would be helpful. 


Combustion Engineering: Boiler shipments still depressed but longer term 
prospects favorable. 
Fairbanks Whitney Formerly Penn-Texas: Company owns 84.2% of Fair 


Leading Machinery Manufacturing Companies 


Earnings Per Share 


1957 1958 1959 
American Machine & Foundry .. $1.76 $1.60 $2.52 
abcock & Wilcox ....... 2.69 2.11 2.58 
law-Knox ............. 3.99 3.84 3.12 
iliss (E. W.) Co. ... 2.50 .03 48 
runswick Balke .. 1.38 2.13 3.42 
jucyrus-Erie .......... 2.77 4.90 4.94 
lark Equipment ........... 3.57 2.70 5.21 
combustion Engineering 2.42 2.57 2.10 
‘airbanks Whitney ... 4.34 44) 35 
Soster Wheeler . 41.26 4.47 9.92 
Sardner Denver Co. . 441 2.75 3.67 
ngersoll-Rand ..... . 6.01 4.36 4.06 
Joy Mfg. Co. ...... 6.34 2.33 2.815 
Link-Belt ............ 5.41 3.52 3.65 
Mesta Machine .......................+ 6.45 6.81 5.21 
United Engineering & Foundry 2.02 2.75 2.38 
United Shoe Machinery 4.08 3.85 4.75! 
Worthington Corp. 4.76 4.81 


¢c2 


Leading Tool Companies 


Dividends Per Share 


Current 
Cash Earn. 1957 1958 Annual 2Pecent Div. Price Range 
Per Share Div. + Price Yield 1959-60 
$4.72 $ .65 $ .85 $1.30 59 2.2% 60 -45\% 
3.81 1.00- 1.002 3.20 33 3.6 42%%-30's 
4.81 1.20- 1.25- 1.40- 40 3.5 5634-36" 
2.15 2.00 50 16 22 -15'2 
3.73 182 .27 .60 56 1.0 61'2-35'2 
62 2.00 75 18 3558-18 
6.38 2.25 2.00 2.40 82 2.9 96'2-57'2 
3.91 1.12 1.12 1.12 24 46 38'2-23% 
.87 3 10 12\4- 7 
12.59 1.60 401 33 1.2 492-314 
3.35 1.72 2.00 2.00 42 4.7 565s-40'2 
4.57 4.00 4.00 4.00 78 5.1 109 -73 
4.12° 3.00 2.20 2.00 39 5.1 5934-36 
5.72 3.20 2.70 2.70 52 5.2 73-53% 
6.19 3.00 3.50 3.50 62 5.6 82'4-53% 
2.90 .90 1.00 1.15 18 6.3 2378-16 
z 3.00 3.00 2.75 50 5.5 65'4-45% 
6.91 2.50- 2.50- 2.50 55 45 84'2-50'2 
bonks Morse. Eventual merger likely. C2 
Foster Wheeler: Absence of tax-loss credit adverse factor this year. C3 
Gardner-Denver: Moderate improvement from construction industry, but 


less from mining and oil field demand. B81 

Ingersoll-Rand: Leader in its field with long record of good earnings 
and dividend. A2 

Joy Manufacturing: Dependence on coal 35% 
chinery now used by other industries 
Link-Belt: Strong in materials-handling machinery 
prove moderately, with absence of 1959 start-up costs on new plont 
Mesta Machine: Well established trade position. Should benefit 
increased capital spending by stee! industry 

United Engineering: Dependent on capital spending plans of steel and 
other industries. 

United Shoe Machinery: Still problem of anti-trust consent decree 
Worthington Corp.: Moderate improvement indicated over 1959 earnings 
of $4.81 per shore. BI 


versus 65% in 1948. Ma 


Earnings should im 


from 











*—Not available at time of going to press 
Black & Decker: Now in the broad pneumatic tool field, as well portable 
electric tools. Earnings favorable. 

Bullard: Should earn a profit this year, reversing deficits of 1958 and 
1959. Cl 

Chicago Pneumatic Tool: Volume and earnings may continue improve- 
ment shown in 1959. 81 








Earnings Per Share 


1957 1958 1959 
cae anicitnianannantel $2.70 $1.58 $2.235 
RII oa nscenlaiuiacsusnicesaiidainsiorsinsnticaint .29 d2.70 43.54 
Chicago Pneumatic Tool .................0ccccccccceeeereeeee 3.14 1.72 2.09 
Cincinnati Milling Machine ....................:00e0000 4.46 1.62 1.11 
EEE tn ENE . 3.89 2.91 2.17 
Monarch Machine Tool ..................cccccccssscsssserssseree 2.42 58 44 
I alien lh celiaelabieieblil 5.81 1.90 3.47 
III, ciiicatiicaininescsnconanemencthonsabenanbiinnniien 2.34 2.10 2.36 
United Greenfield Corp. .......... 1.89 97 1.75 
Rr NII IIIT crcnisnsccssscncecsenienenscomeseonnicnes 22 43.75 71 
+—Based on latest 1960 rate. | _ Estimated. 
d—Deficit. 2—Plus stock. 


Dividends Per Share 


Current 
Cash Earn. 1957 1958 Annual Recent Div. Price Range 
Per Share Div. t Price Yield 1959-60 
$2.725 $ 70° $ .85 $1.60 43 3.7% 47 -35% 
42.49 60 13 247-13 
2.54 1.37'2 1.122 1.25 24 5.2 36'2-23 
3.21 1.60 1.60 1.60 31 5.1 4752-30" 
4.40 1.25 1.50 1.50 35 4.2 4978-31" 
1.07 1.20 1.20 1.00 14 7.1 24 -14 
4.09 4.50 2.00 2.50 50 5.0 63'2-49"4 
3.73 1.00" 1.00" 1.00" 23 4.3 385-2158 
2.62 .67'2 1.10 17 6.4 207%-16'% 
3.81 .20 12 13%2- 934 


4__Plus stock: paid so far in 1960. 
5—Year ended 9/30/59. 


3_Own 84% of Fairbanks Morse. 


Volume in 1960 should improve. New machine 


BI 


Monarch Machine Tool: 
developments could help sales. 


National Acme: Wider profit margins should assist this producer of 
automatic Machine tools. 81 
Sundstrand Corp.: Dependent on aircraft industry and missiles. Absence 


of plant start-up costs may help 1960 outlook. B2 
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| 
Cincinnati Milling Machine: Shipments should show some gain in 1960 United Greenfield: Demand for products closely related to industrial | 
over depressed 1959 level. B1 activity. 
Ex-Cell-O: Government business still important. Pure-Pak is doing better. Van Norman Indust.: 1960 profit margins should improve. This plus } 
B higher sales will make for improved earnings. C1 
RATINGS: A—Best grade. C—-Speculative. 1—Improved earnings trend 
B—Good grade. D—-Unattractive. 2— Sustained earnings trend. 
3 Lower earnings trend. 
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Comparative Statistics Comparing the Position of | jaadin 
. eames eearmis > aiaenaee ane Machinery Manufc cturi 
American Babcock Brunswick Fairbanks 

Figures are in million dollars Machine & Blaw- -Balke- Clark Combustion Whitney Foster Ingersoll 
except where otherwise stated. & Foundry Wilcox Knox Collender Equipment Engineering Corp. Wheele - Rand 
CAPITALIZATION: 
Long Term Debt (Stated Value) ...................... $ 74.2 $ 32.0 $ 17.8 $ 12.1 $ 28.6 $ 28.6 $ 39.1 $ 47 
Preferred Stock (Stated Value) ..............cc00... $ 7.9 — — $ 1.9 — — $ 14.7 an $ 25 
No. of Common Shares Outstanding (000) ... 7,430 6,183 1,867 7,823 2,376 3,318 7,436 596 6,025 

| AR Nae eta $108.2 $ 87.6 $ 36.5 $ 25.7 $ 64.4 $ 43.7 $ 61.3 $106 | 6395 

EE ae pee eee. $ 83.1 $171.5 $ 44.1 $ 87.2 $ 33.0 $ 75.3 $ 48.0 $ 32.4 $119.4 

INCOME ACCOUNT: Fiscal Year Ended ......... 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/58? | 49/3) /ss 

rE! . $332.0 $161.3 $275.1 $208.1 $325.9 $149.4 $163.6 $161.5 

Deprec., Depletion, Amort., etc. ...... $ 7.6 $ 3.1 $ 23 $ 2.7 $ 6.0 $ 3.2 $ 146 $ 29 

IE HINT csessencxsessnitoumancsnonaseneenssnieinsssoiesidonen d $ 17.4 $ 67 $ 29.0 $ 11.6 $ 69 $ 3.3 $ 2.2 | $242 

Interest Charges, etc. ...... $ 1.2 $ 7 $ 10.9 $ 1.7 $ 14 $ 5 

Balance for Common ....... $ 15.9 $ 58 $ 26.7 $ 12.4 $ 69 $ 3.2 $ 5.9 ($244 

Operating Margin ............ 10.3% 7.4% 20.1% 11.5% 4.6% 4.7% 5.1% 97 6% 

I ' 4.8% 3.6% 9.7% 5.9% 2.1% 2.1% 3.6% 15 2% 

Percent Earned on Invested Capital ............... 16.2% 7.0% 9.2% 26.7% 18.0% 7.7% 4.5% 15.6% 16 4% 

Earned Per Common Share ..................cc0css000+ $ 2.52 $ 2.58 $ 3.12 $ 3.42 $ 5.21 $ 2.10 $ $ 9.92 $ 406 

Cash Earnings Per Share ...................cc0cc000000 $ 4.72 $ 3.81 $ 4.81 $ 3.73 $ 6.38 $ 3.91 $ $ 12.59 | $ 457 

BALANCE SHEET: Fiscal Year Ended .............. 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/55 12/31/5' 

Cash and Marketable Securities .......... eS 16.9 $ 39.5 $ 96 $ 9.4 $ 69 $ 18.9 $ 15.8 $ 99 $ 403 

Inventories, Net ......c...00.-cccseesessse: $ 63.3 $ 25.3 $ 39.9 $ 61.2 $ 19.0 $ 56.9 $ 11.3! $ 436 

Receivables, Net ........ vid $ 59.7 $ 26.2 $278.9 $ 23.8 $ 57.6 $ 24.8 $ 35.0 $259 

Current Assets .............. . $173.6 $ 63.4 $$328.4 $ 93.0 $125.7 $ 98.4 $ 59.3 $109 9 

Current Liabilities .......... r $ 46.2 $ 24.7 $240.9 $ 44.0 $ 56.6 $ 23.7 $ 32.7 | $353 

PR GIN oascccescsececoresessecvsscccsesese : $127.4 $ 38.7 $ 87.5 $ 49.0 $ 69.1 $ 74.7 $ 26.6 $746 

Current Ratio (C. A. to C. L.) ; 3.7 2.6 1.3 2.1 2.2 42 1.8 31 

ETS: $120.1 $ 73.3 $ 40.5 $ 22.1 $ 31.2 $ 45.7 $ 45.6 $ 15.9 $213 

ARIE TL $264.4 $251.1 $105.4 $353.9 $141.3 $176.9 $148.9 $ 77.1 $186 3 

Se ID SF SGD vcnsisnscscinonsicnvecesenansssivecss $ 2.28 $ 6.39 $ 5.17 $ 1.21 $ 2.91 $ 5.70 $ 2.09 $ 16.65 $ 669 

Inventories as Percent of Sales ...................... 21.4% 19.0% 15.7% 14.5% 29.4% 5.8% 38.1% - 27.1% 

Inventories as % of Current Assets ................ 35.9% 30.6% 40.0% 312.1% 65.8% 15.1% 57.8% 39.6% 

*—Statistical data on other leading companies have not been in- N.A.—Not available. 1__Contractor in prog., less billings. 

cuded because recent balance sheet figures have not been d—deficit. 
released yet. 

For within the total are strong cross currents, In some cases, such as the large conveyor systems the 1! 
and the planned spending varies widely from indus- produced by Link Belt, the basic machinery is sup- wonde 
try to industry. For example, industries that feel plied with very little profit margin to the producer, recor 
the sting of foreign competition are eager to pur- but with the intention of supplying replacement As 
chase cost-saving machinery to remain competitive, parts for many years. Such machinery may last is OX] 
often well before the old machinery wears out. On nearly as long as the basic plant lasts, with the total fiting 
the other hand many companies that produce con- cost of the replaced parts amounting to twice the Machi 
sumer durables, such as refrigerators, washing original cost of the machine. nothii 
machines, or small air conditioning units, feel no The increasing tendency for manufacturers to re- early 
urgency to expand as they strive to put excess capa- build their own machine tools rather than buy new Now 
city to work, although the desire to produce more equipment could prove an important factor. There expal 
efficiently opens the door to many a machine tool is a tax advantage in rebuilding since such costs can Thi 
sales agent. Other industries, such as producers of be charged off as an expense before taxes, (in effect erene 
steam generators, require many months to translate Uncle Sam pays one-half the bill), while purchases anti | 
orders into shipments. They are encouraged by the of new machinery are capitalized, or purchased with mach 
current rising trend of new orders for their pro- funds earned after taxes. We have seen this in the spenc 
ducts, but their sales in 1960 will still reflect the low case of retooling for compact cars by The Big Three. Howe 
level of orders received during the recession. Some : 

—s “p< age pagtinee i ? indus 
producers will find it difficult or impossible to regain Who are the Big Spenders? ing a 
the export business enjoyed between 1950-57, con- Traditionally the largest spenders for capital ment 
sidering the growth of European and Japanese pro- equipment are the fabricated metals industries, food porti 
duction, especially in lighter tools where the wage producers and processors, textiles, chemicals, petro- to ne 
differential is very large. leum, and primary metals. These industries all spend inten 
: $200 million per year or more on new equipment. 
Monty oF ‘Old Machines Of particular interest is the estimate that 75% to 

A recent survey disclosed that over 72% of the 85% of the capital outlays of this group will be for Th 
estimated 214 million machine tools in the U.S. are new machinery, the rest for plant construction. verv 
10 years old or older. The equipment was built to The accompanying table on new plant and equip- with 
last, and it is doing just that! Nevertheless, the ment spending shows the Commerce Dept. predic- 1958 
survey does suggest a large potential market for tion for 1960 giving industry detail regarding in- term 
more modern machinery, a factor that might add __ tentions to expand. It is interesting to note the sharp drill: 
momentum to the recovery once it is under way. dip in 1958 of actual expenditures and to compare or & 
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Leading Tool Manufacturers 
United Chicago Cincinnati Monarch 
Ingersoll Link Mesta Engineering Worthington Bullard Pneumatic Milling Ex-Cell-O Machine Sundstrand 
Rand Belt Machine & Foundry Corp. Co. Tool Machine Corp. Tool Corp. 
“ $ 63 $ 53 $ 22.7 $ 2.7 $ 1.0 $ 7.2 
$ 25 $ 7 $ 7.0 -= - $ 60 
6,025 1,886 1,000 2,525 1,672 728 4,361 1,710 3,691 416 1,592 
$ 306 $ 9.3 $ 11.3 $ 25.2 $ 46.5 $ 10.0 $ 34.9 $ 23.1 $ 12.1 $ 40 $ 15.2 
$119.4 $ 80.3 $ 32.0 $ 26.0 $ 81.9 $ 7.9 $ 41.4 $ 41.8 $ 70.7 $ os $ 22.5 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 1/2/60 11/30/59 12/31/59 12/31/59 
$161 5 $152.5 N.A. $ 61.1 $180.3 $ 15.8 $ 83.0 $106.3 $112.7 $ 9.1 $ 81.6 
$ 29 $ 3.9 $ 9 $ 12 $ 3.1 $ 7 $ 19 $ 3.3 $ 82 $ 2 $ 2.1 
$ 242 $ 7.2 $ 6.0 $ 7.0 $ 57 $ 9.0 $ 17 ’ Ss $. Ss $ 38 
s 2 Ss s $ 1.2 $ 4 $ 2 $ 6 
$ 244 $ 68 $ $2 $ 6.0 $ 8.0 $ d2.5 $ 9.1 $ 2.1 $ 8.0 S$ 2 $ 3.7 
27 6% 8.7% N.A. 18.3% 5.7% 20.4% 3.3% 12.1% 1.8% 9.7% 
15 2% 4.5% N.A. 9.9% 4.6% 10.9% 2.0% 7.1% 2.0% 4.6% 
16 4% 7.6% 14.0% 15.2% 7.9% : 13.9% 3.3% 9.9% 2.0% 12.4% 
$ 406 $ 3.65 $ 5.21 $ 2.38 $ 4.81 $ d3.54 $ 2.09 $ 1.11 $ 2.17 $ 44 $ 2.36 
$ 457 $ 5.72 $ 6.19 $ 2.90 $ 6.91 $ d2.49 $ 2.54 $ 3.21 $ 4.40 $ 1.07 $ 3.73 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 1/2/60 11/30/59 12/31/59 12/31/59 | 
$ 403 $ 10.8 $ 94 $ 74 $ 5.1 $ 1.2 $ 16.4 $ 60 $ 99 $ 22 $ 22 
$ 436 $ 36.2 $ 21.2 $ 25.8 $ 60.6 $ 46 $ 33.1 $ 34.2 $ 28.6 $ 3.1 $ 25.0 
$ 259 $ 20.4 $ 10.8 $ 16.0 $ 40.1 $ 2.4 $ 18.1 $ 21.1 $ 14.0 $ 16 $ 13.5 
$109 9 $ 67.4 $ 33.2 $ 35.1 $107.7 $ 8.4 $ 68.0 $ 61.4 $ 54.3 $ 7.0 $ 41.1 
$ 353 $ 18.2 $ 69 $ 11.2 $ 32.4 $ 19 $ 17.2 $ 15.0 $ 18.5 $ 6 $ 18.1 
$ 746 $ 49.2 $ 24.3 $ 23.9 $ 75.3 $ 65 $ 50.8 $ 46.4 $ 45.8 $ 64 $ 23.0 
31 3.6 4.5 3.1 3.3 4.4 3.9 4.0 2.9 11.6 2.2 
$ 213 $ 39.1 $ 18.7 $ 18.3 $ 43.3 $ 11.5 $ 23.6 $ 26.1 $ 23.9 $ 2s $ 33.9 
$186 3 $108.0 $ 50.2 $ 55.9 $162.5 $ 19.9 $ 93.5 $ 93.3 $105.4 $ 97 $ 55.5 
$ 669 $ 5.73 $ 9.40 $ 2.93 $ 3.10 $ 1.68 $ 3.77 $ 3.55 $ 2.68 $ 5.35 $ 1.41 
27.1% 23.8% N.A. 42.2% 33.6% 29.3% 39.8% 32.3% 25.4% 33.3% 30.6% 
39.6% 53.7% 68.1% 73.5% 56.3% 55.1% 48.6% 55.8% 50.9% 45.6% 63.3% 
the 1960 estimate with the peak year 1957. No ing machines such as the heavy presses produced by 


wonder most machinery producers have a cyclical 
record! 

\s noted in the table, the iron and steel industry 
is expected to make the most dramatic gain, bene- 
fiting such companies as United Engineering, Mesta 
Machine and Blaw-Knox. (However it might be worth 
nothing that the survey was taken in January and 
early February when steel onerating rates were high. 
Now they are lower and steel industry intentions to 
expand may have been curtailed somewhat.) 

The auto industry is expected to show a 59% in- 
crease in capital spending, and this will help Cinein- 
nati Milling and some of its competitors. Electrical 
machinery firms are expected to increase capital 
spending 43% to put the 1960 rate at a record high. 
However producers of capital goods for the mining 
industry can expect the least gain, only 1.7%, indicat- 
ing a flat outlook for Gardner-Denver’s mining equip- 
ment division, for example, or for a significant 
portion of Bucyrus-Erie’s operation. It is interesting 
to note that no industry listed in the breakdown 
intends to reduce capital spending in 1960. 


Machine Tools in Slow Comeback 


The machine tool industry continues to make a 
very slow comeback from its own private recession, 
with 1959 being an unsatisfactory year along with 
1958. “Machine tools,” of course is a very broad 
term that includes small hand tools, such as the twist 
drills produced by United Greenfield that may sell 
or a few hundred dollars, to expensive metal-form- 
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E. W. Bliss. 

In 1959 shipments of metal-cutting machine tools, 
as reported by the Commerce Department, reached 
$413.7 million, scarcely better than 1958’s $411 mil- 
lion. By contrast the management of Cincinnati Mill- 
ing regards $800 million as normal, which is never- 
theless 10% less than shipments made in 1956 and 
well under the peak demand during the Korean War 
of $1.2 billion. An encouraging note is the 1959 new 
order rate of $509.4 million, almost $100 million 
above the shipments that were made, indicating a 
higher backlog and suggesting a tangible improve- 
ment in shipments during 1960. 

Selected companies in the field are already show- 
ing improved results. Warner & Swasey for example 
has taken advantage of some improvement in the 
demand for textile machinery. It has done well with 
components for earthmoving machinery, and its line 
of general purpose turret lathes to show 1959 net 
per share of $4.16 up from only $1.16 in 1958. Sales 
are expected to gain another 10% in 1960. National 
Acme, producer of multiple-spindle automatic screw 
machines in the moderate price range, which have a 
relatively short lead time between new orders and 
shipments, also showed a good comeback in 1959 
with an 84% earnings gain to $3.47 a share. Cincin- 
nati Milling however found orders for its heavier, 
more specialized machinery making a slow recovery, 
hampered possibly by the steel strike. In contrast to 
the six year period prior to the recession when the 
company reported per (Please turn to page 170) 
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Spring Markets 


Recent improvement in stock 
prices brought the usual quick 
shift to more hopeful comments 
and predictions by brokerage 
house market letter writers. Some 
are now talking about “the tradi- 
tional Spring rally.”” More rally 
is, of course, possible but not 
assured. To set the record 
straight, there would be nothing 
“traditional” about it, should it 
come. In many more years than 
not there has been a seasonal up- 
ward bias in the market during 
varying portions of the Summer 
and around the year-end periods, 
but the Spring record has been 
far less consistent and generally 
in line with prevailing conditions 
and sentiment. In its long history, 
the Dow industrial average gain- 
ed some ground in April in 33 
years, lost ground in 30. It has an 
identical record for May. June 
was on the plus side in 34 years, 
the minus side in 29. 


Automobile Stocks 


Better weather and stepped-up 
discount selling efforts by dealers 
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ror PROFIT ann INCOME 


brought a spurt in car sales in 
the last ten days of March. The 
news, and indications of continu- 
ing seasonal improvement so far 
in April, brought the best rally 
in auto stocks seen in some time. 
However, year-to-year gains in 
unit sales of U. S. cars were 
13° in March and about the 
same for the first quarter. The 
second quarter will do well to 
equal year-ago sales. Full-year 
unit volume might be up some 
10%. With average prices lower, 
colar sales will be little changed 
from 1959’s. Ford’s compact Fal- 
con has hurt Ford-model sales. 


rare 


pore 
ee 














This company’s 1960 earnings 
may not equal 1959’s $8.24 a 
share. General Motor’s compact 


Convair has had little impact, so 
Chevrolet sales are making a good 
showing. GM profit might reach 
$3.75-$4.00 a share in a good gain 
over 1959’s $3.05. A sizeable year- 
end extra dividend (regular rate 
$2.00) is possible. The Chrysler 
profit, following 1959 
mains anybody’s guess. With the 
Rambler selling well, Amarican 
Motors should equal or exceed the 
last fiscal-year record net of $3.39 
a share on the now-split shares. 
Studebaker-Packard is running 


loss, re- 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


American Chain & Cable ooo000.occcccccees 


General Railway Signal . 
Van Raalte Co. .............. 
Misissippi River Fuel 
Timken Roller Bearing 
Standard Coil Products Co. 
Montana-Dakota Utilities 
Clevite Corp. 
Coca-Cola Co. 
Seagrave Corp. 








1959 

Year Dec. 31 $4.58 
Dec. 3; 2.02 

Year Dec. 31 3.64 
Dec. 31 2.65 
Dec. 31 5.60 
Dec. 31 77 
Dec. 31 1.86 
Dec. 31 3.36 
. Dec. 31 48 
Year Dec. 31 .66 
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behind a year ago in sales. Gen- 
era! Motors remains the “sound- 
est’ of the stocks. None appear 
alluring to us at this time. 


inside The Market 


Probably reflecting an added 
spur from short covering in some 
previously laggard issues, the fol- 
lowing stock groups have been 
among the rally leaders in recent 
tra ling up to this writing: steel, 
autos and parts, coal, coppers and 
tires. Others doing better than 
the market at the same time: the 
lon z popular, if not over-extended 
ele:tronic-television group, also 
aluminum, drugs, and office 
equipments, Small gains have 
taken the utility list, the small- 
loan stock group and some build- 
ing issues to new 1960 highs. Re- 
lat._ve to the market, the follow- 
ing groups have lagged in recent 
sessions: aircraft, baking, dairy 


products, meat packers, farm 
equipments, machinery, metal 
fabricating, mail order stocks, 


oils, sugars, textiles, tobaccos and 
variety stores. 


Keep In Mind 


‘iting performance for an ex- 
tended time from the Spring of 
1956 to the summer of 1957, we 
have pointed out before that this 
could be a fairly “moderate” mar- 
ket without dynamic movement 
either way for some time to come. 
Bearing on this, the general en- 
vironment in the forepart of 1956 
Was similar in some respects to 
that developed since the start of 
1960. There was mild easing in 
new orders, inventory accumula- 
tion, industrial production, resi- 
dential building, in money rates, 
in automobile production — and 
the Government was moving 
from deficit spending to a budget 
surplus. There was considerable 
doubt about business prospects. 
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But outlays for new plant equip- 
ment were rising. All of this 
should sound familiar. It’s pretty 
much the story you have been 
reading about in recent months. 
General business actively levelled 
out in the 1956 second quarter, 
rose moderately thereafter and 
held on a high plateau through 
September, 1957. Nobody can say 
whether the outcome will be much 
different this time. But keep in 
mind that what has been happen- 
ing for a few months may not 
necessarily foretell the future, 
and what people have been think- 
ing in the recent past may not be 
what they will be thinking a few 
months hence. As a matter of fact, 
when most investors and busi- 
nessmen are cautious and act ac- 
cordingly, the future generally 
proves to be better than they had 
expected. 


Standard Oil of New Jersey 


Released too late for coverage 
in our recent special feature on 


the oil stock group (April 9 
issue), the annual report’ of 
Standard Oil (New Jersey) 


shows a 1959 gain of 8% to a new 
record in worldwide product 
volume, Revenues from sales and 
investments rose 514%. Consoli- 
dated earnings rose 12% to $2.93 
a share, from 1958’s $2.72. They 
remain under the best earlier 
level ($4.11 in 1956), due to 
world surplus in crude and pro- 
duct supplies, resultant narrow- 
ing in over-all operating margin, 
and the major 1958 tax boost in 
Venezuela. In capital outlays, 
which were pared 15% in 1959, 
there is now more emphasis on 


programs promising profit im- 
provement without too great 
delay. Increased efficiency and 


fuller use of existing capacity are 
being stressed. Emphasis on re- 
search in petrochemicals and 


| DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1959 1958 

DAI IND TD orocretirtececrccecccrrmcens Dec. 31 $4.40 $7.61 
Island Creek Coal Co. .... Dec. 31 1.51 2.09 

RI IY TI. os ceictuasatintnpeeanetaieniasionnians Year Dec. 31 2.27 2.41 

| White I I I ccs aiacinnibcaeninmiahiie Year Dec. 31 3.80 5.12 
American & Foreign Power ...............ccccccee Year Dec. 31 1.19 1.72 
ESS renee Quaru. Dec. 31 .08 .24 
SI SII TID. . sninsitancrhcslesenctnneictinmeecmneian Year Dec. 31 1.65 3.90 
RE I I nici icsiectcessanineeieilinailiols Year Dec. 31 1.99 2.85 
I I i cnicnidceiliaclddiadiaameabdbiniaaah Year De. 31 3.18 3.44 

ee 26 weeks Dec. 26 85 1.29 





otherwise is second to none in the 
industry. World operations are 
fairly well balanced, with U.S. 
operations accounting for 34% 
of 1959 earnings, other Western 
Hemisphere operations for 38% 
(largely in Venezuela), and those 
in the Eastern Hemisphere for 


28%. At least a small gain in 
1960 profits now seems likely. 
Dividends should continue at 


$2.25. At 45, yielding 5%, the 
stock remains among the top- 
rated long-term holdings in the 
oil group. Total assets exceed $9.9 
billion. Finances are impregna- 
ble. Market value of security 
holdings in affiliates far exceeds 
balance-sheet valuation of about 
$1.15 billion. 


Unpromising 


At this writing, relative mar- 
ket behavior of the following 
stocks appears unpromising at 
least for the near term: Ameri- 
can Airlines, Byers, Bucyrus- 
Erie, Case, Kennecott, Interna- 
tional Shoe, Lehn & Fink, Na- 
tional Airlines, National Sugar, 
Ohio Oil, Lee Rubber, Philip 
Morris, Stevens, United Aircraft, 
United Shoe, Yale & Towne, 
Union Tank Car, United Fruit. 


Exaggerated 


In the management of their 
savings, most people are more 
sensible than some professional 
market “experts” have assumed. 
They are mindful of yields and 
values. Their liking for common 
stocks regardless of price, their 
distrust of bonds and their fear 
of inflation have been exaggerat- 
ed. There was a considerable shift 
in “leanings” last year, as shown 
by the report on savings made by 
the Securities and Exchange 
Commission. Excluding mutual 
funds, individuals bought only 
$900 million in stocks in 1959, 
against $1.4 billion in 1958. They 
added $4.3 billion to time and 
savings deposits, $7.1 billion to 
share holdings in savings and 
loan associations, $2.5 billion to 
holdings of Municipal bonds, the 
figures including also unincorpo- 
rated business concerns, trust 
funds and non-profit institutions 
defined as “individuals” in this 
study. The addition to holdings of 
U.S. Treasury obligations was a 
whopping $10.4 billion. END 
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* Revised Index 


Wiu the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(t)--Seasonally adjusted except stock and commodity prices. 
(a)- -Computed from F. W. Dodge data. 
(b)- -Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


The Trend Forecaster has been receding slowl) 
throughout the first quarter, although there has been 
no sign as yet of any acceleration of the decline. 

The components of the Forecaster were prepon 
derantly lower during the period and in the latest 
month, six of the indicators were declining. These 
included housing starts, which are close to a two 
year low, failure liabilities (inverted), which turned 
down in March, hours worked, which are sharply 
under the January peak, stock prices, which were 
lower in March despite a late rally, new incorpora- 
tions, which are still in a narrow range and raw 
industrial prices, which have been falling since No- 
vember. Only two indicators, new orders and non- 
residential construction contracts have been able to 
advance in recent months. 

The Relative Strength Measure was at the minus 
one level in March and continues to indicate further 
business readjustment but no serious decline. 
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Analyst 


>ONCLUSIONS IN BRIEF 


PR )DUCTION—Output cuts in steel and autos have 
sp'ead to paperboard, coal, electric power and other 
ar-as. Expect further reductions in the weeks ahead, 
wih a cut of about 3°, from current levels to bring 
ov r-all industrial production down to requirements of 
be sic demand. 








TR \DE—Severe March weather gets most of blame for 
la; in last month’s retail sales. Spurt in auto and de- 
pertment store sales late in month, raises hopes of 
pick-up in retail demand as Spring advances. But contra- 
se isonal increase in unemployment injects a cautionary 
no'e. 


MONEY & CREDIT—Short-term money rates moving 
higher after sharp dip. Firmness of both long and short- 
teim rates expected to continue. 


COMMODITIES—Commodity prices still moving selectively 
higher, with farm products in the lead. Industrial raw 
muterials also in demand but no price upsurge is in 
prospect this Spring. 
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N the next few weeks we are likely to get a better 
I picture of what is taking place in our economy 
and the trends in the making. 

During the past year, the influences underlying 
the trend of business have been complicated by vari- 
ous distorting elements. The wage dispute in the 
steel industry, for example, artificially stimulated 
and then impeded stockpiling, resulting in a series 
of alternate dips and recoveries. With the strike 
finally settled and inventories quickly rebuilt, busi- 
nessmen began to look for a return to more normal 
conditions, only to find the unusually severe weather 
in March—delaving construction and retarding ship- 
ments—had contributed to contra-seasonal unem- 
ployment and put a crimp in consumer buying. 

But with the long period of abnormal influences 
coming to an end, developments in the next month 
or two in key sectors of our economy should give us 
a clearer idea as to whether the prospects are for 
recovery—a pause while business takes a second 
breath—or a period of leveling off and contraction. 

The trend of consumer spending and capital out- 
lays will be receiving special attention during this 
period, for it is to these areas that we are looking 
for a pick up in the second and third quarters. Some 
early straws in the wind are already visible, although 
they are still too scattered to be conclusive. Among 
such “clues” was the sharp spurt in automobile buy- 
ing in the last ten days of March, which, on a daily 
basis, pushed sales 34% ahead of a year azo. This 
engendered a good deal of enthusiasm, although the 

(Please turn to the following page) 
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Latest Previous Year ) 
THE MONTHLY TREND a a LL. te _ PRESENT POSITION AND —s 

INDUSTRIAL PRODUCTION® ¢ (FRB) ....| 1947-’9-100 | Feb. 167 168 155 reactions of industry experts we'e|f. | ——— 
Durable Goods Mfr. .........cseseesessere 1947-'9-100 | Feb. 179 181 160 somewhat more realistic, pointi: g 
Nondurable Goods Mfr. ............-.:++ | 1947-'9-100 | Feb. 158 159 150 out as they did that sales for tle 
Mining WOP-D-188 | Fob. _ = - period were stimulated both ly|l | Gzoss 

EEE: $ Billions | Mar. 18.0 18.1 17s | Widespread selling contests and | y Peres 
Durable Goods $ Billions | Mar. 59 6.0 60 | pent-up demand that had accum)- ~—y 
Nondurable Goods .......c.cnse selina $ Billions | Mar. 12.2 12.1 11s | lated during the bad weather. Fu - rsa 
Dep't Store Sales 1947-'9-100 | Mar. 142 140 «© 138.-:«C&|:«é thermore, the demand for compa: t || Fe 

cars had greatly exceeded expect: - |! Ste 

MANUFACTURERS’ | tions and adversely affected the piRsO? 
New Orders—Total® 0.0... $ Billions | Feb. 30.6 29.8 297 market for standard models. As a Tax 

Durable Goods 2.0.00... csssssssessnees $ Billions | Feb. 14.8 14.2 149 | result, auto production is beinz Diep 
Nondurable Goods ..................000:+: $ Billions | Feb. 15.8 15.6 14.8 curtailed, and is likely to affect ee 
Shipments* .. | $ Billions | Feb. 31.6 31.1 285 | employment not only in Detrot ; 
Durable Goods .........s-ssssssssscseeesee $ Billions | Feb. 15.7 15.5 139 | but in various other areas of the — 
Nondurable Goods ..................00000 | $ Billions | Feb. 15.9 15.7 14.6 country and industries that serve hen 
BUSINESS INVENTORIES, END MO.*..| $ Billions | Feb. 914 95 90 | ‘he auto makers. , ee 
Manufacturers’ ......cc.s.scccssssssesesssseeeeenes $ Billions | Feb. 53.9 53.3 49.9 The March report on retail sale . 
IID sisenicisninncs-crninsanseticsciaeimnnte $ Billions Feb. 12.8 12.7 11.9 shows Consumer buying spreqneerr vs Ae, 
WI sncictslincanisdiissnitinitecisininiiauste $ Billions Feb. 24.7 24.5 24.1 slightly below the a montt, 
Dept. Store Stocks ....ccccoceeeen . | 1947-'9-100 | Feb. 157 161 150 but still well under last year's 
— peak. Last month’s bad weather — 
CONTRUCTION TOTAL * ooo... .ecsccessooe $ Billions =| Mar. 4.4 4.5 47 probably contributed to the rela- 
| EE en OT $ Billions =| Mar. 3.1 3.2 3.2 tively poor showing, and this is — 
EE EE $ Billions | Mar. 17 1.8 1.9 | confirmed to some extent by the M 4 
nea eae $ Billions Mar. 1.4 1.4 1.3 recent greater than seasonal spur Sreel F 
Housing Starts*—a ............ccccsseseesees Thousands | Mar. 1115 1115 1403 in department store sales. Auto ¢ 
Contract Awards, Residential—b...... $ Millions | Feb. 988 927 1073 As we have seen from the fore- Paperb 
All Other—b $ Millions Feb. 1252 1266 1234 going review, current business in- a 
os dicators still provide no clear guid Freight 
gga yore to the trend of the economy. How Engine 
RE RTI onccccsncneccccessevensencseseenetes Millions Mar. 64.3 64.5 63.8 se ee oe at business Depart 
Ble PET © oacacencnccessescoscnnsncccscesesenenes Millions Mar. 52.3 52.3 51.1 om, hws that busines: Deman 
RIE 5. ncnciicecmsnencoucnmesenseen Millions Mar. 8.6 8.3 8.1 will remain at high levels for some Busines 
a i al Millions Mar. 3 11.3 11, | months to — gc a aan 
EE: Millions Mar. 12.5 12.5 125 | and coming weeks will soon tell us dispos 
Hours Worked ...ccscccccsssocesseenee Hours Mar. 39.6 39.8 42 | to What extent we can count o1 onnen 
Hourly Earnings .ccccccccsccesuneen Dollars | Mar. 2.29 229 222 | Stepped-up capital spending and sons 

Weekly Earnings .................... Dollars | Mar. 90.68 91.14 99.24 | Consumer demand to stimulate our 

| ste economy and help to maintain busi- 

PERSONAL INCOME® 0ooo...o.cccccccscessoes $ Billions | Feb. 393 393 371 ness at the current high level. No. of 
Wages & Salarios ....cccccccssssscccccccssee: | $ Billions | Feb. 269 268 250 * *  & mn 
Proprietors’ Incomes ............ - | $ Billions Feb. 59 59 : 

Interest & Dividends ....................... | $ Billions Feb. 38 38 A posed ORDERS received by manufac- 4 Ag 
Transfer Payments. ...............:.ccssc0e | $ Billions | Feb. 27 27 26 turers have failed to display much 3 Air 
IIIT cccsinstchecncnccsessannieennnsintinnianian | $ Billions | Feb. 15 16 17 vitality - recent months, a fact ; pr 

that has business analysts worried. 7 Ale 

CONSUMER PRICES ooo... cccccccsccsssssnees | 1947-'9-100 | Feb. 1256 1254 1237 | Although incoming orders were oan 
ee 1947-'9-100 | Feb. 117.4 1176 118.2 | Somewhat higher in February (the 5 Au 
SE eae RT en 1947-'9-100 | Feb. 108.3 107.9 106.7 | latest month for which figures are 5 Av 
I | 1947-'9-100 | Feb. 130.8 130.7 1285 | available), they were still well un- : - 

aaa nee | “ der peak levels reached as long ago 6 Ch 
All Demand Deposits® 0.0... $ Billions | Feb 110.4 = «111.3 111.6 nn —_ yi, a. Sens > = 
Bank Dobits®—g oonn.....aesscccossessceesses $ Billions | Feb. 99.7 92.0 89.4 son 50 Ce Seat Ces pene Dave ’ Ce 
Business Loans Outstanding—c........ $ Billi Feb. ! been running ahead of new orders 5 Co 

_ _ we 308 314 | since the beginning of the year, re- 5¢ 
Instalment Credit Extended® .......... $ Billions | Feb. 4] 42 3.9 diag. ~ 
instalment Credit Repaid® ................ $ Billions Feb. 3.7 3.8 3.5 ducing unfilled orders - chair low- ; — 
ssw > xx, __*° | est level since May, 1959. : ~ 

FEDERAL GOVERNMENT The trend of new orders is per- 5 Ele 
Budget Receipts '$ Billions | Feb. 7.3 49 6.6 haps the most closely watched of 3 Fin 
Budget Expenditures $ Billions Feb. 6.2 6.2 6.3 all economic indicators, for it us- 5 Fo 
Defense Expenditures $ Billions | Feb. 3.7 3.5 36 | ually foreshadows movements of 3 fe 
Surplus (Def) cum from 7/1 ..........« | $ Billions | Feb. (5.8) (6.9) (13.0) | business in general. The relation 
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a 
OOK QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
— In Billions of Doll $s Hy Adjusted, et Annue! Retes ciciietiadinasanene 
ve “e 4 1959 —19se—| of shipments to new orders is also 
tig SERIES Quarter Quarter Quarter Quarter} a vital one, with a lag in new 
the Iv ul u IV orders relative to shipments event- 
y G20SS NATIONAL PRODUCT ............... 483.5 478.6 4845 457.1 ually forcing producers to cut out- 
diy Personal Consumption ...... saseeaaaiiii 317.0 313.3 311.2 299.1 | put. 
mi- ty Domestic Invest. ................0. be = on = The recent movements of these 
‘u - a Sa —— 74 98.4 77 965 | indicators are beginning to bear 
pat} aoe eo aa 52.7 53.6 53.9 542| an uncomfortable resemblance to 
Ct: i- i I eT 447 44.8 43.8 42.2 their pattérn prior to the last re- 
the PERSONAL ONCOMAE 2a... nacccccsesecccssseseceens 386.8 381.0 381.1 366.3 | cession. During that period, new 
is a Tax & Nontax Payments 0.0... 46.1 45.8 45.8 43.4) orders reached a peak in May, 1956 
. i , . 
ing — ee cers = = op orf and shipments began to run con- 
. onsumption Expenditures ................ , . ' owes el * ggiies ae” , 7 
fect Personal Saving —d secccsesssseseennseeeeee 23.7 21.9 24.1 237| ‘Sistently ahead of orders in Janu 
rot ary, 1957. By the summer of that 
the aa Seow aes -—— <4 52.6 446) year, the discrepancy between or- 
Corporate Taxes 22.6 25.6 21.9 d - aan el ’ ~ ded 
rye Corporate Net Profit 238 270 227 ders and shipments lad erodec 
Dividend Payments ........... 13.0 120 | backlogs to the point where output 
ales Retained Earnings .... 14.0 10.7/ had to be reduced and the recession 
ins PLANT & EQUIPMENT OUTLAYS .......... 34.4 34.0 32.5 30.0} had begun. If new orders this time 
ith, - lag behind shipments until mid- 
ur’s THE WEEKLY TREND year, the parallel with the earlier 
he: ar a nar — period will be almost exact. 
la. test revious ear ce aft ant . cca for 
ala Unit Sates Week Week hen It is still possible, of course, for 
13 - new orders to resume their up- 
he MWS Business Activity Index*..| 1935-’9-100 Apr. 2 319.2 3227 308.2 , : > months ahead. al- 
nd MWS Index—per capitar...... | 1935-'9-100 Apr. 2 | 2320 2345 227.9 — ” ~ = — soncong al 
ul Shoe) Production .......cvcscccssesesee % of Capacity Apr. 9 85.9 88.7 93.3 though such reversals have been 
Auto and Truck Production ....| Thousands Apr. 9 171 187 169 rather rare. In any event, the trend 
re Paperboard Production Th d Tons Apr. 2 305 316 295 » ee ——- > -‘mallwv 
in Paperboard New Orders .......... Thousand Tons Apr. 2 354 301 358 of new Or ders — hich not mally 
‘d Electric Power Output ............ 1947-'49-100 Apr. 2 270.6 2765 250.9 leads business in general—will 
eae Freight Carleadings Th d Cars Apr. 2 598 601 590 pear close watching for invaluable 
w Engineerings Constr, Awards ....| $ Millions Apr. 7 356 384 470 indicati ayer ho Miade « : 
ta Department Store Sales ............ 1947-'9-100 Apr. 2 | 143° 131 117 indications as to the likely course 
oe Demand Deposits—e ..........00.. $ Billions Mar. 30 59.1 59.2 60.1 of business in general. 
mie Business Failures—s ................ .. | Number Mar. 31 356 286 284 
us *Seasenally adjusted. (a)—Private starts, at annual rates. (b)}—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
‘ disposable income ever personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 nen-finandal 
ol centers, (na)}—Net evailable. (r)}—Revised. (s)}—Data from Dun & Bradstreet. (t)—Revised Index. Other Sources: Federal Reserve Bd., Commerce 
nd Dept., Securities & Exch. Comm., Budget Bureau. 
o ” THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
3i “ 
No. of 1959-"60 1959 1960 | (Nov, 14, 1936 Cl.—100) High Low Apr. 1 Apr. 8 
Issues (1925 Cl.—100) High Low Apr. 1 Apr. 8 | High Priced Stocks ..........-v-s-0s0++ 306.7 268.4 277.8 281.7 
Composite Average 492.4 436.9 441.6 447.3 Low Priced Stocks ..........-c-ssser+++ 665.9 585.4 588.3 591.2 
ri 4 Agricultura! Implements ....... 492.4 356.2 376.7 372.4 De GI cntenteccenns . 1064.2 853.0 1043.9 1023.6 
ch 3 Air Cond. (’53 Cl.—100) ...... 137.2 110.5 116.0 119.9 4 Investment Trusts ...........-.00. 190.6 150.1 150.1 150.1 
ct 9 Aircraft (’27 Cl.—100) ......... 1375.1 917.2 928.2  917.2L | 3 Liquor (’27 Cl.—100) ........... 1624.8 1248.7 1308.8 1293.8 
d. 7 Airlines ('27 Cl.—100) ......... 1429.4 802.7 802.7 835.7 , OO eee 563.2 452.4 4710 491.9 
ti 4 Aluminum (’53 Cl.—100) ..... 594.5 392.0 464.0 47946 ER i iicnstntninsenhiccion 467.5 253.1 391.5 400.6 
re 5A t 2526 200.5 238.9 248.0 4 Meat Packing ......-csessvecsvessve: 277.1 204.4 248.5 251.3 
1e 5 Automobile Accessories ........ 541.9 413.4 476.9 482.3 4 Mtl. Fabr, (53 Cl.—100) ..... 211.2 180.5 180.5 184.6 
re 5 Aut bil 156.8 93.7 118.5 124.7 9 Metals, Miscellaneous .......... 409.6 335.7 335.7 343.2 
~" 3 Baking ('26 Cl.—100) ........... 41.3 28.5 36.0 36.4 4 Paper 1310.5 9948 1045.8 1058.6 
4 Business Machi 1395.5 1172.3 1211.8 = 1264.5 |: 16 Petroleum .......cccvesssessseeseeenees 885.5 639.1 661.7 6617 
50 I ciiinicinsinticieatene 835.5 689.4 713.4 729.5 | 16 Public Utilities 365.4 3349 355.5 355.5 
iz DB Ge Be cxsccccesteneneceneenes 37.8 28.1 31.8 32.8 6 Railroad Equip t . 104.1 86.9 92.8 94.8 
re 4 Communications .........-.00-000-0 229.8 164.6 220.6 218.3 18 Railroads ..........secerevseensererenees 78.2 61.3 61.3 62.0 
_ D Comstruction ......ecccueccseesneesenes 178.9 155.6 164.1 164.1 I i iacedcisctanidnias 741.1 599.8 726.6 741.1H 
: | 1142.6 970.7 991.6 1002.0 | 117 Steel & Prom .....cceccsecssessseeeseess 476.4 385.9 385.9 395.2 
a 5 Copper Mining ...........--0000 344.6 280.7 301.7 308.2 4 Sugor —— aa 72.2 78.7 75.0 
” 2 Dairy Products ......cccsvsssssessees 163.1 138.8 160.7 160.7 2 Sulphur 863.3 556.9 556.9 581.7 
5 Department Stores .............-+ 143.8 119.1 142.4 142.4 | 11 TV & Electron, ('27—100) .... 111.3 65.6 104.2 106.3 
: 5 Drugs-Eth. (’53 C.—100) ...... 475.4 379.5 413.1 435.1 5 Textiles 259.6 176.6 194.3 196.5 
5 Elect. Eqp. ('53 Cl.—100) ..... 369.9 268.8 336.6 351.4 3 Tires & Rubber ....-....cccceccessess 281.8 212.0 2146 219.7 
f 3 Finance Companies .............- 769.7 648.8 662.2 668.9 5 Tob 194.9 172.9 188.1 186.2 
™ 7 ee ees 470.0 406.3 428.3 428.3) | 3 Variety Stores ........cccecssseeenes 371.2 331.4 363.9 367.5 
f FD ciccienniicsnincnnions 279.6 244.4 270.8 270.8 | 14 Unclassif’d ('49 Cl—100)... 295.1 239.8 266.1 266.1 
n H—New High for 1959-1960. | L—New Low for 1959-1960. 
— 
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Trend of Commodities 


—— 





SPOT MARKETS—Leading commodities have strongthened in 
recent weeks. The BLS daily price index rose 2.0% in the 
fortnight ending April 8, to close at 86.1, highest level it has 
reached since November, 1959. Raw food prices led the 
advance while raw industrial materials were selectively 
higher. In the latter category, textiles, including cotton and 
burlap, were higher, metals were unchanged to lower and in 
the miscellaneous category, hides improved while rubber quo- 
tations declined. 

Among the broad range of commodities, prices continued 
the slow advance that began in February. Farm products 
were strong while other commodities were selectively higher. 
The recent rise in commodities appears to contain a good 
element of the seasonal, although wage increases have also 
played a part in pushing prices higher. 


FUTURES MARKETS—F utures prices were little changed in the t wo 
weeks ending April 8. Advances and declines were a stand- 
off at four each, with corn, lard, coffee and cocoa posting 
higher prices and oats, wool, world sugar and hides giving 
ground. Mixed trends prevailed for wheat, soybeans, cotton 
rubber and copper with one month advancing while another 
declined. 

Wheat futures hardly moved in the period under review. 
The nearby May option lost 4 cent to close at 207'. Supply 
and demand appear to be in close balance although a continu- 
ation of the recent high rate of exports could make for a 
tight “free” supply situation by the end of the season. The 
new crop options also displayed stability despite reports that 
growing conditions for winter wheat were extremely favcr- 
able. 
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BLS PRICE INDEXES Latest 2Weeks 1Yr. Dec.6 
1947-1949—100 Date Date Ago Ago 1941 

All Commodities Apr. 5 120.2 120.1 120.0 60.2 
Farm Products Apr. 5 91.4 90.9 92.4 51.0 
Non-Farm Products Apr. 5 128.9 128.7 128.3 67.0 
22 Sensitive Commodities Apr. 8 86.1 844 86.8 53.0 
9 Foods Apr. 8 76.7 746 81.3 46.5 
13 Raw Ind‘l. Materials Apr. 8 93.1 91.7 90.7 58.3 
5 Metals Apr. 8 93.8 939 919 546 

4 Textiles Apr. 8 80.2 78.9 78.1 56.3 








MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE-—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 











1959 §=-1958 =: 1953s«1951s*1941 
High of Year 1614 1541 1622 2154 857 
Low of Year 152.1 1465 479 1764 743 
Close of Year 158.3 152.1 152.1 1808 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1925—100 
1959 = 1958 =: 1953: 1951s«19841 
High of Year 1527 1590 = 16682154 846 
Low of Year 1442 1472 1538 1748 55.5 
Close of Year 1478 1476 1665 1894 84.1 
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A Sharp Look Into 1960-61 
Potentials For Copper - Zinc 
Lead - and Aluminum 
Producers and Fabricators 





(Continued from page 151) 


mejor producing nations. 

fhe improving zinc prices, 
ho vever, have failed to stimulate 
domestic production which in- 
creased by only 7,000 tons, or less 
than 2% from 1958 levels. While 
th 1959 production rate was ad- 
ve sely effected by a long strike 
in N. Y. State, the fact is, that 
at current price levels zinc min- 
ing is unattractive except for the 
lovest cost producers. This is 
compounded by the fact that lead, 
which is in the midst of a mild 
recession all its own, is frequently 
associated with zinc in the same 
orebody. The rule of thumb pat- 
tern that the combined price of 
zinc and lead should equal that 
of copper has not actually been 
true since 1952. 

Chere appears little reason to 
question the firmness of the cur- 
rent zine price despite the slug- 
gish buying that prevailed last 
month. March statistics showed 
a small decline in total stocks 
despite a 200 ton increase in 
average daily production over 
February levels. April buying 
should perk up as_ warehouse 
stocks of galvanized sheets are 
being replaced and also because 
of the installation by the steel 
industry of new continuous gal- 
vanizing lines. Overall consump- 
tion of slab zinc in 1960 should 
rise 15% above 1959 levels, ac- 
cording to the U.S. Dept. of 
Commerce with galvanized pro- 
ducts particularly sheet and strip, 
expected to account for the larg- 
est part of the increase. 


~ 


Zinc Price May Rise 

While lead producers are un- 
favorably situated, the zinc peo- 
ple are cautiously hoping for an 
increase in zine prices, although 
earlier optimism has been mod- 
erated somewhat due to disap- 
pointing auto sales. A zinc price 
increase would most benefit 
American Zine and New Jersey 
4ine which produce zinc only 
vith no associated lead. This 
association or disassociation be- 
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tween the two metals is a signi- 
ficant factor. Witness the com- 
parative earnings performance of 
the various zinc producers be- 
tween 1957 and 1959. @ Ameri- 
“an Zine increased per share 
earnings 38% and @ New Jersey 
Zinc 180% over the two years. 
@ Bunker Hill, a miner of lead 
only, reported a drop in earnings 
of 75% from 1957, with a deficit 
result in 1958. @ St. Joseph Lead, 
a producer of varying quantities 
of lead and zinc, but the largest 
domestic miner of lead, showed 
an earnings decline of 21% from 
1957 levels. 


Lead Depressed 


Lead producers are an unhappy 
group nowadays. Strikes, produc- 
tion cut-backs, barter agreements 
and import quotas have all failed 
to stimulate prices to levels 
where domestic mines can ope- 
rate at a reasonable profit. For 
the third time in two years, a 
U.N. sponsored group convened 
to help ameliorate the industry’s 
problems, and for the third time 
in two years no tangible solutions 


resulted. The price of lead, after 
16 months of quota restrictions, 
remains at the same level as that 
which prevailed when the quotas 
were first introduced. The metal 
opened at 13¢ a pound in 1959, 
wavered within narrow limits, 
between that level and 11¢, and 
closed the year at 12¢ where it 
sells today. Mine production was 
noticeably unaffected by it all and 
output for the year 1959 was the 
lowest of any year in more than 
half a century. There was little 
consolation in the realization that 
strikes helped contribute some- 
what to the dismal performance. 
Quotas on Lead Imports 

Domestic producers are not 
happy with the current quota 
system which limits imports of 
foreign made lead to 80% of 
1953-57 import levels. They con- 
tend, with considerable justifica- 
tion, that control of lead ore or 
pig, leads to increased importa- 
tion of manufactured and semi- 
fabricated products which are 
hurting not only the producers 
Furthermore, the quotas are di- 





thing for nothing. 


Simply address — 





“What's the catch?" 


That’s how most people tend to react when you offer them some- 


You can’t blame them of course, because there are times when a 
dash of skepticism can come in mighty handy. 

There are other times though, when we wonder. 

We're thinking about the standing offer we've always made to 
anybody who owns stock or wants to. What's the offer? Just this. 
On request, our Research Department will provide you with a 
thoroughly objective analysis of your present holdings or prepare 
the most suitable investment program it can for any particular set 
of circumstances—any specific amount of money. 

As we have said time and time again, we make no charge for this 
service. You’re not obligated in any way. 

We can hope, of course, that on the basis of the analysis we send 
you or the program we prepare, you will decide to do business with us. 

If you're willing to take that chance, we'll send the very best 
answer we can to any question you may have concerning your present 
holdings, or what you might buy in your own situation, 


Josepu C. QuINN, Department SF-49 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
130 offices here and abroad 
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verting large tonnages of the 
metal to European markets and 
create price weaknesses on Lon- 
don’s very sensitive metal ex- 
change. The producers seek high- 
er tariffs to keep the lower cost 
foreign lead out, but this solution 
runs smack into the objections of 
the custom smelters, who need 
such ore to maintain operations. 
And, of course, such a solution 
would do nothing to stabilize the 
London price. 

A permanent solution is diffi- 
cult to achieve for good reason. 
The simple truth is that demand 
for lead has not kept pace with 
the growth in the economy. Even 
more than that; lead is actually 
losing ground to competitive met- 
als in its own markets. Since 
1955, consumption of lead in the 
U.S. fell from 1,213,000 tons to 
1,095,000 tons in 1959—a 914% 
decline during a period which 
saw the index of industrial pro- 
duction climb 9.3%, construction 
jump 18% and gross national 
product increase 8%. Aluminum 
and plastics continue to cut into 
the communication cable sheath- 
ing market while the trend to- 
wards higher voltage transmis- 
sion eliminates the conventional 
underground lead-sheath cable in 
the power market. The produc- 
tion of higher octane gasolines 
through refining methods rather 
than through the use of tetraethy] 
lead, has leveled out demand for 
the metal in this area. 


Research to the Rescue 


Despite the accomplishments 
achieved under the Expanded Re- 
search Program, no major new 
outlet for the metal has been de- 
veloped. Some promise is seen for 
lead as a vibration dampner and 
as a sound attenuater, but mass 
markets are not yet apparent. A 
potential huge market exists for 
lead as a radiation shield if fall- 
out shelter construction becomes 
more popular. 

The picture is not entirely 
gloomy however. Actually 1960 
began on a hopeful note. De- 
liveries during 1959 stepped up 
markedly from the 1958 recession 
low and together with lower out- 
put, helped reduce inventories to 
a moderate degree. The one dis- 
heartening feature in the picture, 
however, was the fact that the 
improvement in shipments was 
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due almost entirely to foreign 
consumption. 

Domestic demand during 1960 
has been just fair thus far but the 
undertone of the market has re- 
mained firm, Moderate increases 
in purchases were noted of late, 
but the heavy buying is not ex- 
pected until later in the month 
when consumers start their pur- 
chases for May requirements. 
London has already become more 
active with both future and spot 
prices advancing. With February 
output of refined metal and un- 
sold stocks declining from Jan- 
uary levels, talks of a lead price 
increase have become more wide- 
spread. It would appear, however, 
that London would have to firm 
up substantially to justify a price 
rise here. 


Dynamic Leadership in Aluminum 


If the aluminum industry ever 
felt any compunction for the big 
role it is playing in stirring up 
trouble for the other metals, it 
has never outwardly displayed it. 
It, instead, hammers away at 
copper, lead and zinc markets 
with increasing intensity. A $30 
million annual investment by the 
industry for research and de- 
velopment is an indication of the 
degree of intensity with which 
the aluminum people aim to con- 
tinue the competition. 

Aluminum’s comeback from 
the 1958 recession was the best of 
any major metal, due to an ab- 
sence of labor trouble, but largely, 
too, to expanding research and 
forceful marketing. Typical of 
aluminum’s aggressiveness is the 
planned 11% expansion of do- 
mestic production despite the fact 
that 1959 output, at record high 
levels, was effected at only 84% 
of existing capacity. Compare 
this with the attitude of copper 
and zinc producers, who urge 
production cut-backs in the face 
of a relatively tight spot supply 
condition. The aluminum appar- 
ently is constantly challenging 
itself. It adds new capacity first 
and then hopes to justify the ex- 
pansion by getting new markets. 

The 1959 comeback is note- 
worthy in three respects. 

> First, it was accomplished 
despite a sharp drop in put sales 
to the Government, a _ factor 
which in 1958, accounted for 
323,000 tons or 20% of the year’s 
entire U.S. production. Put sales 


for the ten months of 1959 were 
only 63,000, less than 4% of pro- 
duction and will be virtually non- 
existent in 1960 as Harvey Alu- 
minum is the only remaining 
primary producer whose “put” 
contracts have not yet expired. 

& Second, the sharpest prodie- 
tion increase occurred in the U.S. 
and enabled this country to ve- 
gain its 43% share of the worlc’s 
production after declining to 40% 
in 1958. 

> Third, for the first time in 
the industry’s history, record pro- 
duction was accomplished wit1- 
out capacity operations at ary 





time during the year. This dis- | 


tinction bears important implic.- 
tions. 


What Happened in 1959 

Let’s examine the 1959 record 
year. It was accomplished prim- 
arily by peak U.S. consumption. 
Total shipments amounted to 
2,400,000 tons, 36% higher than 
1958 levels and 18% 
previous record high in 1955. 
Shipments started on a strong 
note during the 1959 first quarter, 
reached an all-time high during 
the second quarter, dropped 14‘7 
during the third quarter and de- 
clined still further during the 
fourth quarter. It is obvious that 
the second quarter buying was in- 
ventory stockpiling in anticipation 
of a price increase as well as a 
possible strike after the expira- 
tion of the July 31st labor con- 
tract. The aluminum companies 
traditionally follow the steel wage 
settlement pattern and an alumi- 
num strike was not an unreason- 
able expectation at that time. 
With no steel settlement by July, 
the aluminum industry extended 
the existing contract period and 
ultimately settled before the steel 
industry at around the middle of 
December. With the pressure of a 
strike threat off, shipments drop- 
ped sharply in August but in- 
creased steadily from that point. 

Two days before the new labor 
contract was finalized, and during 
the wage negotiations, the indus- 
try announced a 2¢ increase in 
the price of primary aluminum 
returning it to the original 26¢ 
price level in effect before the 
April, 1958 cut. The timing of the 
price-hike was an eye-opener; it 
is quite a rare occasion indeed 
that an industry will raise prices 
while in the midst of a wage con- 
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1949-1959 
A Decade of 


Record Progress 
at GULF OIL 





Results of Gulf Oil’s world-wide operations in 1959 reflected continued over-all 
progress. A comparison of the company’s major financial and operational ac- 
tivities in 1959 and 1949 emphasizes Gulf’s rapid growth over the past decade. 

Net income in 1959 was $290,467,000 — nearly triple the company’s net 
income in 1949. Sales and other operating revenues totaled $3,170,847,000, 
compared to $1,123,885,000 in 1949. Based on current shares, cash dividends 
increased from 45¢ per share to 97¢ during the ten-year period. Daily average 
barrels of net crude oil and condensate produced rose from 405,727 barrels 
in 1949 to 1,304,183 in 1959. 

Financial and operational highlights for 1949 and 1959 are presented here. 

A copy of Gulf’s report will be sent upon request to Public Relations 
Department, Gulf Oil Corporation, P. O. Box 1166, Pittsburgh 30, Pa. 


CONSOLIDATED FINANCIAL DATA 


re Te ee $ 290,467,000 $ 100,877,000 
Net Income Per Share (Adjusted for all stock dividends 

errr e CT Tre TEEere Ter $2.90 $1.07 
EEE ERS Si roe ee nO ee Pe ee aN ey $ 96,876,000 $ 42,545,000 
Cash Dividends Per Share (Adjusted for all stock 

EE I oor as cee xe saccbexseweas $.97 $.45 
ES EEE Ee 3% _ 
CO a er er $3,576,318,000 $1,215,891,000 
Working Capital (Current assets less current liabilities) . $ 690,656,000 $ 205,848,000 
Sales and Other Operating Revenues ................... $3,170,847,000 $1,123,885,000 
wet ce be eben cde ee ane ecankee $ 335,771,000 $ 168,421,000 
ee, SR cand ane ndees cence eeenwnen $ 260,845,000 $ 80,488,000 
OPERATIONS DATA-DAILY AVERAGE BARRELS (*) 

1959 1949 

Net Crude Oil and Condensate Produced ................ 1,304,183 405,727 
Net Natural Gas Liquids Produced .................-06: 40,731 6,825 
Crude Oil Processed at Refineries ................0c000: 685,101 381,443 
eee ee eee 828,110 399,681 
es ee GEO no ouaw dens sddeseateneseses 124,638 7,097 


(*) Operations data include Gulf’s equity in all operations in which Company has an interest. 








tract negotiation. The move was 
interpreted by many as a prepa- 
ration for another price rise after 
the contract settlement in order 
to cover the higher wage costs 
just granted. 

January opened with aluminum 
in poor demand and talk of a 
price increase subsided and has 
not again been raised despite 
better February and March pur- 
chases. The first quarter as a 
whole should be at least 5% to 
possibly 10% better than the cor- 
responding period of 1958, with 
steady improvement expected 
during the next three months. 
sut overhanging the industry like 
the sword of Damocles is the ex- 
cess capacity which threatens to 
intensify competition and lower 
profit spreads. 

Aluminium Ltd. carefully noted 
the situation and promptly forgot 
its “promise” to keep out of the 
U.S. by acquiring Apex Smelting 
Co., one of the major smelters of 
secohdary aluminum in the U.S. 
Such a move was bound to happen 
sooner or later, in view of Rey- 
nolds’ acquisition of British Alu- 
minum and Alcoa’s joint venture 
with Imperial Chemical Indus- 
tries, which together helped re- 
duce Alcan’s share of England’s 
aluminum imports from 90% to 
50%. 

The competition has intensified 
on this side of the ocean as well. 

Reynolds, who achieved a mojor 
break-through in its arrangement 
with Chrysler Corp. to ship “hot 
metal” directly to the auto plant, 
was promptly outdone by Alcan 
who leased complete operating 
control of a whole aluminum 
smelter to the same auto manu- 
facturer. Alcoa, in the interim, 
added some measure of security 
to its operations, evidently with 
the “if you can’t lick’em, join’em” 
idea, by acquiring Rea Magnet 
and Rome Cable, two copper fabri- 
cators. And all eyes are focused 
on Alcan, who after making the 
initial giant step into U.S. pro- 
duction, may just be inclined to 
add some U.S. fabricating outlets 
as well, 

While these serious problems 
exist, it is nevertheless obvious 
that the future growth potential 
for the metal is enormous. Auto- 
mobile use of aluminum continu- 
ed on the uptrend with a per car 
average for 1960 models estimat- 
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ed at 56.2 pounds, which com- 
pares with a figure of 49.6 pounds 
for the 1959 models. Chrysler 
Corp has used an aluminum en- 
gine in one of its new compact 
cars which led the entire car field 
in the use of aluminum with 102 
pounds. This average car use, as- 
suming a 6 milion car year, would 
approximate a 335 million pound 
market this year. Industry fore- 
casts project aluminum consump- 
tion for automobile use at triple 
this amount by 1965. 

& Aluminum residential dwell- 
ings have been excellently re- 
ceived by the public and all in- 
dications point to a substantial 
increase in the use of aluminum 
in this area over the coming 
years. 

& The industry is additionally 
making important inroads into 
the packaging field and received 
much publicity in connection with 


the development of aluminum 
cans. 
With increased usage clearly 


labeled for the metal, aluminum 
shares have been enjoying high 
price-earnings multiples and 
would appear fully priced here in 
view of the current oversupply 
problems. However, any portfolio 
that is truly growth conscious 
cannot afford to overlook this in- 
dustry and patient investors 
should be well rewarded. END 





Machinery And Machine Tools 
In Slow Comeback 





(Continued from page 159) 


share earnings of $4.40 or better 
in every year but one, 1958 earn- 
ings dropped to $1.62, 1959 to a 
scant $1.11. Confidence that the 
company, as a leader in most ad- 
vanced types of machine tools 
and in automated machinery, will 
someday regain its old earning 
power has kept the stock from de- 
clining below 30. 
Boilers Simmer 

New orders for boilers placed 
by public utilities doubled in 
1959 over 1958. (In terms of 
capacity in lbs. of steam per hour 
new orders amounted to 67.6 
million in 1959 vs, 32 million in 
1958.) This trend is expected to 
continue in 1960 and 1961. The 
lead time between receipt of 
orders and shipment is substan- 


tial — one to two years. Current 
shipments thus reflect the reces- 
sion, but looking to the future 
(and what is more important to 
the stock market than the fu- 
ture!) thus it can be said with a 
degree of confidence that boiler 
shipments will be at much higher 
levels beginning in 1962. How- 
ever, an attitude of “I should live 
so long’ has helped Combustion 
Engineering stock to slide into the 
lower twenties from the upper 
thirties. Many investors remem- 
ber the “white sales” that occu °- 
red in 1956 which sliced back 
profit margins during a year cf 
peak shipments. Babcock & Wilecx 
has diversified into tubular pro- 
ducts that have a much 
cyclical recovery than _ boiler;, 
and appears to be one of the more 
interesting among capital goocs 
producers. 


Cyclical Stocks In This Market 


The stock market with its eye 
continually on the future is ia 
many cases looking beyond what 
may be peak earnings to the pos- 
sibility of an ensuing dip. This 
attitude will certainly prevail as 
long as fears of a recession per- 
sist. 

However, a cautious attitude 
toward the cyclical machinery 
and machine tool stocks seems 
warranted in a rather uncertain 
stock market. 

Investments in the machinery 
group can be very rewarding 
under the right conditions: 

Babcock & Wilcox: This producer 
of steam generating equipment 
for utilities represents a worth- 
while holding. The steady uptrend 
of new orders should continue, as 
utilities have planned their capi- 
tal spending for several years 
ahead as is their practice. In the 
meantime the company is operat- 
ing its profitable and recently ex- 
panded Tubular Division. Net 
per share in 1960 should show an 
improvement over the $2.58 re- 
ported for 1959. This gain is pos- 
sible despite an extremely low 
level in boiler shipments (reflect- 
ing the lag from the 1957-58 drop 
in new orders). When boiler ship- 
ments pick up earnings will re- 
ceive additional benefit. Few deny 
the need for more electric gen- 
erating capacity in the mid ’60’s 
or later. 

Blaw-Knox This company will 
benefit from the expected increase 
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faster | In 1959 earnings of W. R. Grace & Co. were 48% higher 
oilers, than in the previous year, amounting to $14,827,290. 
‘more | Earnings per share were $3.04 compared with $2.07. The 
FOOCS . . ° ° ° ° ° 
’ major factor in the improvement was a substantial rise in 
. the earnings of the chemical divisions, which contributed 
ga” ; : 
- 6::%o of total pretax operating profits. 
ts eye In addition, Latin American earnings were higher as 
ne ne economic conditions improved and exchange rates were 
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— Corporation, an independent refiner and producer with a 
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: completion of three successful wells in the Libyan oil 
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'exas Gulf Producing Company and Standard Oil Com- 
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rend published, write to the Public Relations Dept., 3 Hanover 
e, as Square, New York 4, N. Y. 
capi- 
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ears Highlights of the Year’s Operations 
1 the Year Ended December 31 
erat- 
: 1959 1958 
Net Sales and Operating Revenues......... $469,695,671 $434,234,391 
van Net Income After Taxes. ............... $ 14,827,290 $ 10,039,855 
Pe Per Share of Common Stock. ....... $ 3.04 $ 2.07 
) Te- Sac CTE... eaeecvencveesee by 8.3 $ 7.51 
pos- Preferred Dividends Paid. .............. $ 928.664 $ 928,664 
, Common Dividends Paid............... 8 7,343,155 S 9,692,815 
her Per Share—at rate of. .........0-. Ss 1.60 S 2.20 
ect- Stock Dividend Paid on Common....... 2% -- 
lrop Net W a eer ere $138,135,774 $130,295,418 
hip- SE a oad en hews e ane cusees 25 tol 2.7 to I 
t See eee $232,735,277 $221,931,925 
re- Stockholders’ Equity per Common Share.. $ 47.77 $ 47.44 
leny Number of Common Stockholders....... 30.052 28,052 
ven- 
60’s 
wn | wer.G RACE « co. fernace’ 
ase ' . ' , ew 
Executive Offices: 7 Hanover Square, New York 5, N. Y. a 
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in capital spending by steel com- 
panies for finishing facilities. The 
company’s line of castings for the 
construction industry did well 
during the recession, and, partly 
as a result of acquisitions, over- 
all earnings scarcely dipped in 
1958 despite the most severe re- 
cession since World War II. A 
carry over of demand from 1959, 
because of the steel strike, favors 
the trend of earnings. On the 
negative side, sales of consumable 
products to the steel industry, 
such as rolls for rolling mills, may 
decline somewhat with the drop 
in steel company operating rates. 
The dividend policy allows only 
a moderate payment, although the 
company has ample cash. The 
management has brought off a 
number of profitable acquisitions 
for cash and apparently has other 
possibilities in mind. 

Chicago Pneumatic Tool: Selling 
in the middle 20’s the dividend 
payment of $1.25 provides a yield 
of over 5% that is well covered by 
earnings. Some gain is expected 
this year over the $2.09 reported 
for 1959. Probably one-third of 
the company’s earnings come 
from low-cost foreign plants, as 
business abroad is about 20° of 
total sales. The company is well 
managed, is debt free, and has ex- 
cess cash for possible acquisitions 
that would not involve dilution of 
per share earnings. 

Bucyrus-Erie: This manufacturer 
of power shovels, cranes, excava- 
tors and drilling machines has a 
leading trade position, but is suf- 
fering from the greatly reduced 
demand for mining machinery 
and a discouraging competitive 
situation in foreign markets. 
With the backlog at the end of 
1959 up to $7.6 million from $2.7 
million a year earlier, manage- 
ment regards the 1960 outlook 
with guarded optimism. While 
the, company reported another de- 
ficit in 1959, it showed a pretax 
profit before special charges of 
$1.6 million, compared with a 
1958 loss of $3.4 million. With 
sales now back to the $75 million 
level, the problem appears to be 
one of internal economies. Some 
plant relocation may help. The 
stock is selling at a depressed 
level, compared with its 1956-57 
highs, but is speculative in char- 
acter. 

Worthington Corp.: New orders 
for large air conditioning units, 
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pumps, compressors, and refrig- 
eration units have shown a pick- 
up, following the end of the steel 
strike, and the company has bud- 
geted 1960 sales at $200 millio: 
vs $180 million in 1959. In addi- 
tion, management is looking for 
better profit margins with its 
labor troubles now settled. (last 
year’s strikes were a depressing 
factor). Earnings for 1960 should 
be better than the $4.81 per share 
shown in 1959. Profits from for- 
eign operations are now consoli- 
dated with reported earnings for 
the company. It is interesting to 
note that, in every one of the 
ten years prior to the 1958 reces- 
sion, the company’s earnings top- 
ped $5.00 per share, excluding for- 
eign profits. Now, with the ex- 
pansion of foreign operations, 
longer term prospects appear fa- 
vorable, given a good economic 
climate. 

Clark Equipment: Although the 
president of the company voiced 
some misgivings about his 1960 
sales budget of $230 million 
($208 million in 1959) due to re- 
cent lower sales of construction 
equipment stemming from poor 
weather, earnings this year 
should be moderately above the 
$5.21 per share of 1959 (not ad- 
justed for the pending 2 for 1 
stock split). 


The company’s good manage- 
ment, its modernization, and ex- 
pansion, including the newly ac- 
quired Brown Trailer, serve to 
enhance its long term outlook. 
However, Clark is very much in 
the cylical category. Selling in 
the 80’s, the stock would appear 
to be rather fully priced on near 
term prospects. 

Mesta Machine is a leading pro- 
ducer of heavy steel mill equi»- 
ment and machinery, with a bro:d 
range of products. The company 
makes a specialty of iron, steel 
and alloy steel rolls, called Mes‘a 
Special. Other products incluce 
gas and steam engines, hydraul ¢ 
presses, gears, castings and fory- 
ings. With a_ well-established 
trade position, at home and 
abroad, the company is expected 
to benefit from the moderniza- 
tion plans of the industry. Whi'e 
the company’s business is cyclical, 
it has enjoyed an excellent record 
of relative earnings stability, as 
well as growth. The current ou‘ 
look favors a moderate gain in 
earnings this year over the $5.21 
per share reported for 1959, 
which had declined from $6.81 in 
1958. Thus, the $3.50 annual divi- 
dend (including the $1.00 extra) 
appears reasonably well-protect- 
ed and provides a yield of about 
5.3% at the current price. END 























New Plant and Equipment Expenditures by U.S. Business 
1957-1960 
(Millions of dollars) 
Est. Percent Incr. 
1957 1958 1959 1960 1959 to 1960E 
Ee EE, 15,959 11,433 12,067 15,132 25.4% 
Durable goods industries ..0.........0.....0c00- 8,022 5,469 5,773 7,662 32.7 
Primary iron and steel ..................000000 1,722 1,192 1,036 1,728 66.3 
Primary nonferrous metals .................. 814 44) 313 372 18.8 
Electrical machinery and equipment... 599 459 519 742 43.0 
Machinery except electrical ................. 1,275 915 909 1,185 30.8 
Motor Vehicles and Equip. .................. 1,058 558 641 1,020 59.1 
Transportation equipment 
excluding motor vehicles ................. 544 370 390 465 19.2 
Stone, clay and glass 399 529 684 29.3 
Other durable goods 1,135 1,436 1,466 2.1 
Nondurable goods industries .................. 7,937 5,964 6,294 7,470 18.8 
Foods and beverages .................... - 689 742 825 838 1.6 
Textile mill products ...................... - 408 288 412 470 14.1 | 
Paper and allied products 811 578 630 696 10.5 } 
Chemical and allied products .............. 1,724 1,320 1,235 1,642 33.0 
Petroleum & coal products 2,431 2,491 2,930 17.6 
NIN cscs cirtisacccibncegitnieernnderiiieiiaiiaiitcbiaote 941 987 1,004 1.7 
I isin ctacti a ceccrrnacasntadicbgeaniaaeiediidage 754 923 1,015 10.0 
Transport. other than rail ....0.............ccccee0e 1,500 2,022 2,144 6.0 
III 5s satscaiscusciscsaasansideniibapiiesanbennaindiocies 6,195 6,088 5,667 6,066 7.0 
EE Ae ROMER 3,032 2,615 2,667 
Commercial and other .....cccccccessssssssseseeeeen 7366 7,195 a210) 695 (7.2 
UI iovialidasdbeshicciiinsischiaeeesnininaComababacee 36,962 30,526 32,543 37,016 13.7 
E—Estimated. 
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What's Ahead For Business — 
Money Rates — Investment? 





(Continued from page 138) 


of inflation. 

p A sharp increase in Federal 
or local governmental expendi- 
tures. Any indication that fiscal 
disciplines are not going to be 
enforced and that a_ balanced 
bud zet is not to be expected would 
stin ulate inflation psychology and 
brii g back the flight from fixed 
ineme securities to equities. 
Higner governmental expendi- 
tures also would increase the de- 
mand for credit thus tending to 
raise interest rates. 

PA sharp rise in new capital 
outiays by business. This would 
only develop in the event that 
the level of business activity in- 
cre: ses. Such a rise in construc- 
tion expenditures would increase 
the demand for credit and thus 
ten! to push interest rates higher. 

>» A major effort on the part of 
the Federal Government’s Treas- 
ury to fund a substantial part of 
the debt. As was shown when the 
Treasury sold the Magic 5’s last 
October, the offering of an at- 
tractive longer Government ma- 
turity siphoned funds from many 
other repositories into U. S. 
bonds. The fact that most of the 
debt is of short duration and 
necds lengthening out, is a poten- 
tial force for higher interest rates 
which continues to overhang the 
market. 

As far as possible, the Govern- 
ment desires to lengthen the ma- 
turity structure of the debt, al- 
though it is hesitant to compete 
too strongly with business for the 
investors’ savings. The failure 
last year of the Congress to re- 
move the 414% interest rate limi- 
tation on new issues of Federal 
securities with maturities over 5 
years contributed to an actual 
shortening rather than a length- 
ening in the average maturity of 
the public debt. The average ma- 
turity declined from 4 years and 
7 months at the end of June 1959 
to 4 years and 4 months at the 
end of December. This was be- 
cause with the 414% limitation, 
the Treasury was forced to fi- 
nance with securities having ma- 
turities of 5 years or less. The 
Treasury’s inability to attract 
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much investment money with a 
414% interest ceiling on maturi- 
ties over 5 years was proven in 
the poor reception accorded the 
recent offering of 25 year 41,4’s. 

The Government would like to 
lengthen the maturity structure 
of the debt because, in its words, 
“Excessive reliance on short-term 
Government securities is an un- 
desirable financing practice, since 
such securities are in some re- 
spects the equivalent of money 
and like additions to the money 
supply, help stimulate expendi- 
tures.” If major steps are taken 
to sell many billions of dollars of 
long U. S. Government bonds in 
competition with corporate de- 
mands for funds, the result could 
well be to force interest rates up- 
ward again. What may be more 
likely to happen is a gradual at- 
tempt to lengthen maturities by 
optional offerings of intermediate 
maturities accompanying short- 
term bill sales. 

In Summary 

What has been taking place in 
American security markets this 
year has, in some measure, been 
a correction of some of the imbal- 
ances, and maladjustments which 
developed in last year’s hectic 
markets. 

@ It is possible that some of 
the crosscurrents or contra- 
dictions which exist in today’s 
security markets represent 
over-corrections of some of the 
extremes of last year. 

@ While this year’s level of 
business activity probably will 
not reach the boom proportions 
which had been expected ear- 
lier. neither is it likely to sink 
to recession levels. 

@ If the level of business ac- 
tivity remains high throughout 
1960, it is difficult to see how 
money rates will soften materi- 
ally from this period. 

@ On the other hand, while 
we may not achieve a balanced 
budget this year, the shift from 
a $12.4 billion deficit to close 
to a balanced budget does re- 
move an important element in 
the inflation threat. 

@ Thus, some of the healthy 
improvement in investors’ ap- 
praisal of the relative merits 
of bonds versus stocks prob- 
ably will endure. 

@ Bonds have rightly re- 
gained some of the popularity 
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which they lost when the in- 

vesting public was convinced 

that continued inflation was in- 

evitable. If we are to have a 

sound economy it cannot be 

based on a fear of unsound 
money. 

In security markets it is well 
to keep in mind the axiom that 
matters are rarely as good as the 
optimists hope, or as bad as the 
pessimists fear. 

In retrospect, it now would 
seem that late last year investors 
were overly optimistic about busi- 
ness prospects and overly pessi- 
mistic about the value of bonds. 
In more recent markets, they 
switched and probably over-did 
their enthusiasm for the long- 
neglected bonds. Recent market 
shifts suggest that their enthusi- 
asm is now being checked. END 
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How Soundly Based Is American Enterprise Abroad? 
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Location of Important Foreign Interests of 15 Leading U. S$. Companies 





ABBOTT LABORATORIES 
11 European Countries 
17 Latin American Countries 
5 Asiatic Countries 
Canada 
Australia 
New Zealand 
Union of South Africa 


COCA COLA 
10 European Countries 
10 Latin American Countries 
2 Asiatic Countries 
4 African Countries 
Canada 
Australia 
New Zealand 


COLGATE-PALMOLIVE 
11 European Countries 
10 Latin American Countries 
2 Asiatic Countries 
Egypt 
Canada 
Australia 
New Zealand 


FORD MOTOR CO. 
8 European Countries 
4 Latin American Countries 
2 Asiatic Countries 
2 African Countries 
Canada 
Australia 








GENERAL ELECTRIC 
2 European Countries 
7 Latin American Countries 
Canada 
Australia 
India 
Union of South Africa 


GENERAL MOTORS 
11 European Countries 
7 Latin American Countries 
5 Asiatic Countries 
2 African Countries 
Canada 
Australia 
New Zealand 


GOODRICH (B.F.) CO. 
3 European Countries 
5 Latin American Countries 
4 Asiatic Countries 
Canada 
Australia 
New Zealand 
Union of South Africa 


GOODYEAR TIRE 
4 European Countries 
9 Latin American Countries 
5 Asiatic Countries 
Australia 
New Zealand 
Union of South Africa 


1.B.M. 
13 European Countries 
9 Latin American Countries 
4 Asiatic Countries 
Canada 
Australia 
New Zealand 


INTERNATIONAL TEL. & TEL. 
13 European Countries 
6 Latin American Countries 
Canada 
Australia 


PARKE, DAVIS & CO. 
3 European Counutries 
6 Latin American Countries 
2 Asiatic Countries 
Canada 
Australia 
Egypt 


PHILCO 
4 European Countries 
5 Latin American Countries 
Australia 
New Zealand 


RCA 
5 European Countries 
4 Latin American Countries 
4 Asiatic Countries 
Canada 
Australia 
Union of South Africa H 


SOCONY-MOBIL 
5 European Countries 
3 Latin American Countries 
5 Asiatic Countries 
4 African Countries 
Canada 


STANDARD OIL (N. J.) 
10 European Countries 
5 Latin American Countries 
7 Asiatic Countries 
4 African Countries 
Canada 
Australia 











It is particularly noteworthy 
that at least four of these in- 
vestments involve joint ven- 
tures with local investors or 
already established foreign 
firms. This is a device that is 
increasingly being used to add 
a measure of protection to U.S. 
international investments. It 
has recently been reported that 
there is so much Brazilian capi- 
tal involved in various Ameri- 
can manufacturing enterprises 
in Brazil that it would be very 
difficult for the government to 
initiate a broad program of ex- 


propriation, as it would to a 

large extent be expropriating 

its own citizens. 

In Sum 

Not everything is smooth, 
however, when an American busi- 
ness first ventures abroad. It has 
to cope with a new situation, new 
business methods, unfamiliar or 
even hostile governments. Cer- 
tainly such situations as the pres- 
ent one in Cuba are not calculat- 
ed to encourage new foreign 
ventures. Despite these difficulties 
American enterprise has gone in- 
ternational in a big way, and 


rather than slow down, the trend 
is likely to continue upward, as 
world trade expands, the stand- 
ard of living of the world’s peo- 
ples increases, and the U.S. be- 
comes the world’s financial cen- 
ter. Furthermore, the trend will 
gather strength as foreign na- 
tions realize that U.S. investment 
represents a gain for them in 
every way, and as American busi- 
nessmen become increasingly con- 
scious that there is a wide, wide 
world outside the borders of the 
United States, where there are 
profits to be made. END 











“Horse And Buggy” Statistics 
In A Jet Age Economy 





(Continued from page 141) 


improvements, but over-all pro- 
gress continues to be slow. 
The main obstacle to a more rap- 
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id development of better statisti- 
cal information is indifference— 
indifference at the decision-mak- 
ing levels in business and govern- 
ment. The professionals — the 
business, financial, and economic 
analysts in business and govern- 
ment, the publishers of business 
and economic newspapers and 
periodicals, the economic market- 


ing consultants, the staffs of Con- 
gressional committees—all are ac- 
quainted with the defects of the 
data with which they work. Their 
principals, subscribers, and cli- 
ents—top management in busi- 
ness and government —most 
frequently know little of these 
shortcomings because they gener- 
ally use only that information 
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Strengthen Your Investment Position 


-and share in our 1960 Investment Programs 


SOUND PROGRAM 
FOR 1960 
/, FULLY ROUNDED SERVICE 


For Protection — Income — Profit 


| Trere is no service more practical . . . more 
| cofinttle . .. 


more devoted to your interests 
teen The Forecast. It will bring you weekly: 
Twee Investment Programs to meet your 
various aims . . . with definite advices of what 
eid when te buy and when to sell. 


P ogram 1— Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 

P ogram 2 — Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Piogram 3 — Sound stocks in medium and lower- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 


P-ojects the Market . . . Advises What Action to 
tome =. . Presents and interprets movements by 
Industry of 46 leading groups comprising ovr 
breed Stock Index. 
Supply-Demand Barometer . . . plus Pertinent 
Charts depicting ovr 300 Common Stock Index 
_ . 100 High-Priced Stocks . . . 100 Low-Priced 
Stocks; also Dow-Jones Industries and Rails 
from 1950 to date. 
Technical Marke? Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 











Durie the synthetic year-end rally and all the way 
down the 86 point market decline in the first quarter, The 
Forecast advised subscribers to defer new commitments and 
maintain a semi-defensive policy reflected in a 34% cash 
reserve in our overall position. 


Our audit of our 64% invested position on March 9 (when 
the market hit its low in more than a year) showed 424 
points profit available over and above any losses, from our 
original buying prices. The sound backlog issues we retain, 
including stock splits, show some large gains such as: 


American Chicle up 120%—Pac. G & E up 91%—Rey- 

nolds Tobacco up 104%—Southern Ry. up 261%—Beech 

Aircraft up 139%—l. T. & T. up 281%—Sperry Rand 

up 160%. 

We have every confidence that the impressive gains our 
advices have built up will be greatly increased when we give 
the buying signal for rare new opportunities which will 
emerge from the market correction. 


Therefore, we are extending a SPECIAL BONUS OFFER 
OF EXTRA SERVICE to encourage you to join The Fore- 
cast now when it can be most rewarding in helping you to 
put your investment house in order—and to share in our 
1960 programs from their inception, when profit potentials 
are usually the greatest. 


SUPERVISED ADVICES — TIMELY AND DEFINITE 


Enroll now to receive all our coming recommendations 
as we release buying advices. Once you buy them you will have 
the security of knowing that we will advise you from week to 
week in our bulletins just how long each stock should be re- 
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trend Telegraphic Service . . . If you desire we will tained—when to take profits and where and when to reinvest. 
rd. as | wire you our buying and selling advices. ' is ; ; : 
te i | Washington Letter—Ahead-of-the-News interpre- This supervision is provided for every Forecast bulletin 
* at | sang - significance of Palitical and Legis- recommendation so you will never be in doubt. 
: * ative ren . . . . 
S. be- Weekly Business Review and Forecast of vital Mail your enrollment today with a list of your holdings 
1 cen- happenings as they govern the outlook for busi- (12 at a time). Our staff will analyze them and advise you 
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of the of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 
e are 
MONTHS’ I 1 $125 for a year’s subscription—plus one month bonus 
te 6 ~ ep Aeng $75 coe $75 for 6 ; th’ Servi se lus ae weeks bonus 
—— = Plus Two Weeks Free = or © mon ervice Pp 
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which is prepared for them by 
the professionals. Horse - and - 
buggy statistics will continue to 
supply the information used by 
a dynamic, jet-age economy until 
business leaders recognize that 
statistical tools, like plant and 
equipment, get out-of-date and 
have to be modernized or replaced 
and until they, along with their 
professional staffs, work more 
aggressively to reduce the time 
lag between the need for improve- 
ments and their realization. END 





United States Of Europe Goal 
Caught Between “Inner-6” And 
“Outer-7” 





(Continued from page 147) 
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instead of 5-7 years later, as orig- 
inally vlanned. 

The speed-up measures would 
be accompanied by one “slow- 
down” measure, under the Hall- 
stein proposal. During the first 
stage of the common external 
tariff, the gap between it and the 
existing country tariffs of the Six 
would be narrowed by only 20 
percent. Originally the gap was 
to have been narrowed by 30 per- 
cent during the first stage. But 
low-tariff countries (Benelux and, 
to a lesser extent, Germany) 
which must raise their tariffs to 
bring them towards the common 
external tariff level, insisted on 
the slow-down, as they feared in- 
flationary repercussions from too 
big a jump in import tariffs. 


Macmillan Fails to Convert U.S. 


Prime Minister Harold Mac- 
millan has put the entire prestige 
and weight of his office behind a 
last-minute drive to nullify the 
proposed speed-up measures. He 
pleaded, cajoled and threatened 
in Washington during his recent 
visit with the President, in the 
hope of getting at least some 
measure of U.S. support for his 
position. However, for once the 
State Devartment stood firm and 
continued to give its unreserved 
blessings to the Common Market, 
including the speed-up proposals. 

At the same time, the EEC 
pointed out that its common ex- 
ternal tariff was, on the whole on 
the Liberal side and, if reduced by 
the proposed 20 percent, would 
amount to no more than six per- 
cent of the value of imports into 
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the Community, which can not be 
considered protective. 

Actually, the new tariff 
schedule would lead fo _ in- 
creases in the low-tariff coun- 
tries Belgium, Holland and 
Luxembourg, to reductions in 
high-tariff France and Italy 
and to offsetting rises and de- 
clines in the German tariffs. 
Of course, since the establish- 

ment of the common external 
tariff is accomplished by a simul- 
taneous reduction of all trade 
obstacles between the Six, firms 
inside the Common Market will 
be in a better competitive position 
than outsiders, no matter how 
low the common external tariff 
will be. Hence, some sort of trade 
discrimination between the Six 
and the rest of the world is bound 
to come. 


The Outer 7 Trade Plan 


The Outer Seven, too, plan to 
start trade discrimination from 
next July on. They will reduce all 
tariffs against each other by 20 
percent on that date. Thus, the 
trade split in Western Europe is 
likely to become a reality before 
the year is over. Mr. Macmillan 
has proposed that the two blocs 
limit themselves on July 1st to 20 
percent tariff reductions, to be 
applied not only within each bloc 
but also to the outside world. The 
EEC seems to have rejected this 
approach, mainly because it is 
thoroughly distrustful by now of 
proposals emanating from Lon- 
don and believes this one to be 
another attempt to water down 
the Common Market concept. In- 
stead, it has suggested a sort of 
permanent working committee 
between the Six and the Seven to 
iron out difficulties on a case-by- 
case approach. 

This more modest, but also 
more practical, solution is unac- 
ceptable to the Seven for they be- 
lieve it would permanize the ex- 
istence of the two separate trade 
blocs, whereas they still hope for 
an eventual merger. 

The subject was discussed at 
the recent Paris conference of all 
European countries plus the U.S. 
and Canada. But the only out- 
come was a resolution to study 
the effects of the proposed tariff 
measures on trade between the 
two blocs. Even this may be of 
some use in the present situation. 
For the British have charged that 
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the Common Market speed-u 
would cost her $280-560 mil'ion 
per year in trade losses. Ameri- 
can and Continental circles con- 
sider this a very exaggerated 
figure. An impartial determ:na- 
tion of the real effects of the 
tariff measures would therefore 
at least establish the extent of 
the damage. After this it mizht 
be easier to repair it. 


New Erhard Support For Britai 1 


Meanwhile, Mr. Macmillan as 
found unexpected last - min ate 
support in Germany. That co mn- 
try’s famed economics minister 
Ludwig Erhard has made him: elf 
the spokesman for those Gern an 
industrial circles who fear tat 
the speed-up will cause them to 
lose important markets in Brit vin 
and Scandinavia. Herr Erh: rd 
was supported in his request to 
go easy on speeding up the tire. 
table of the Treaty of Rome by 
his colleague from the Agricul- 
tural ministry, but for quite a 
different reason. The farmers 
hostility to the speed-up oves 
nothing to any wish to keep ‘he 
common market open to the out- 
side world. It expresses ‘he 
simple protectionist desire to 
stave off as long as possible the 
competition from the rest of the 
EEC which will make itself felt 
when the barriers fall. 


In Sum 


Faced with the powerful oppo- 
sition from agriculture and im- 
portant segments of industry, 
Chancellor Adenauer has now 
agreed to review the Hallstein 
Plan once more. According to all 
reports from Bonn, this means 
that the speed-up measures art 
unlikely to go into effect by July 
1st, But any postponement would 
be merely a temporizing measure. 
Dr. Adenauer and his entire Cabi- 
net have fully endorsed the prin- 
ciple of the Common Market and 
can be expected to adhere to it 
under all circumstances. The 
cabinet’s second thoughts are 
therefore merely aimed at easing 
international tension by de-em- 
phasizing the July Ist deadline. 
But it is unlikely to have a signi- 
ficant effect on the Common Mer- 
ket concept or even its proposed 
speed-up. Its only purpose is to 
give the two sides a little more 
time to work things out between 
themselves. END 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $50,000 or More!) 


Most investors are aiming for financial in- 
dependence... whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite 
temporary readjustments our nation is 
forging ahead in a new era of amazing 
scientific achievement, industrial advance- 
ment and investment opportunity. 


In 1960 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 

. with a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigo- 
rate many companies—but often at the 
expense of less able competitors. TO YOU, 
as an investor, this adds up to an increased 
need for continuing investment research 
and capable professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account...advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1960 
prospects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held 
under the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is allow- 
ed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 





fe ull information on Investment Management Service is yours for the asking. Our rates 
are based on the present value of securities and cash to be supervised—so if you will let us 
know the present worth of your account—or send us a list of your holdings for evaluation— 
we shall be glad to quote an exact annual fee ...and to answer any questions as to how 
our counsel can benefit you. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of over 52 years of service. 
120 WALL STREET > NEW YORK 5, N. Y. 
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Throughout the world, demand for copper continues 
to rise. The cause for this increasing demand is not 
hard to find: The revolution in electronics, tech- 
nological progress in many industrial fields, a rapidly 
rising population and steadily improving living 
standards have been chiefly responsible. The copper 
industry stands ready to meet this growing demand 
with an ever-increasing productive capacity, thanks 
in part to Anaconda’s development of important 
copper deposits in Chile. 

Through the unique pipeline system shown above 
at Anaconda’s new El Salvador mine and concen- 
trator, the copper concentrate in slurry form flows 
down the western siopes of the Chilean Andes for 14 


SUBSIDIARIES OF ANACONDA MANUFACTURE: COPPER AND ALUMINUM ELECTRICAL 
ND CABLES: ALUMINUM F SHEET, ROD AN 5 T 
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Industry’s Growing 
Needs 


pouring through 
Anaconda’s pipeline down 
the Chilean Andes 


miles to the Company’s railroad loading point at 
Llanta. There it is dewatered before being hauled to 
the Potrerillos smelter—the end result of three years 
of research, development, construction, and a 110- 
million-dollar investment. 

Despite all of the copper Anaconda has produced in 
the past, the Company’s ore reserves today are sub- 
stantially greater than ever before. In the future, 
Anaconda may be counted on to continue its mineral 
exploration—to continue developing, in its research 
laboratories, new applications for copper, brass and 
bronze—to continue meeting .:e d 
world industry for more and betver peouuc.. 
entire nonferrous metal field. 
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